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ORDERS OF REFERENCE 
House or Commons, 
| TuHourspay, June 20, 1940. 


Resolved,—That Standing Order 63 of the House of Commons, relating to 
the appointment of standing committees of the House, be amended by adding 
to the standing committees of the House for the present session a standing com- 
mittee on railways and shipping owned, operated and controlled by the Gov- 
ernment, to which will be referred accounts and estimates and bills relating 
thereto of the Canadian National Railways, The Canadian National (West 
Indies) Steamships, and Trans-Canada Air Lines for the present session, for 
consideration and report to the House; provided however that nothing in the 
resolution shall ‘be construed to curtail in any way the full right of discussion 
in Committee of Supply; and that the said committee consist of: Messrs. 
Bercovitch, Black (Cumberland), Bradette, Diefenbaker, Donnelly, Dubuc, 
Ferland, Gray, Hansell, Hanson (Skeena), Harris (Danforth), Hill, Howden, 
Howe, Lapointe (Lotbiniere) , Lockhart, MacInnis, McCulloch, Maybank, Parent, 
Ross (Middlesex East), Sanderson, Sissons. 


Attest. 
ARTHUR BEAUCHESNE, 
Clerk of the House. 


THurspDAY, June 27, 1940. 


Ordered,—That the Standing Committee on Railways and Shipping owned, 
operated and controlled by the Government, be empowered to examine and 
inquire into all such matters and things as may be referred to them by the 
House; and to report from time to time their observations and opinions thereon, 
with power to send for persons, papers and records. 


Attest. 
ARTHUR BEAUCHESNE, 
Clerk of the House. 


Tuurspay, June 20, 1940. 


Ordered,—That the Estimates on Railways and Shipping included in the 
Main Estimates for 1940-41 tabled in the House on May 23, 1940, be referred 
to the said Committee. 


Attest. 
ARTHUR BEAUCHESNE, 
Clerk of the House. 
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TuurspAy, June 27, 1940. 


Ordered,—That the said Committee be empowered to print, from day to day, 
500 copies in English and 200 copies in French, of its Minutes of Proceedings 
and Evidence, and that Standing Order 64 be suspended in relation thereto. 

Ordered,—That the said Committee be empowered to sit while the House is 
sitting. 

Ordered,—That the quorum of the said Committee be reduced from 12 
members to 8 members. 


Attest. . 
ARTHUR BEAUCHESNE, 
Clerk of the House. 


Fripay, June 28, 1940. 


Ordered,—That the Annual Budget of the Canadian National Railways and 
Canadian National Steamships, Tabled to-day, and the Annual Report laid on 
the Table of the House, on May 17, 1940, be referred to the said Committee, 
together with the following Votes:— 

445—Maritime Freight Rates Act, Canadian National 

Railways, Waster .Uines so eeu ae 5/4 cou ..$ 2,000,000 
446—Maritime Freight Rates Act, Railways other than 


Canadian National Railways. . UTI eld 800,000 
458—Canadian National (West Indies) Steamships, Limited, 

Cha DUDE MTNA TA CEC a Thom er thre MIA AMR karen hed Mey Saiki 2 Mite 21,000 
459—Canadian National Railway Company.. .. .. .. 15,000,000 
460—Prince Edward Island Car Ferry and Terminals.. 327,000 


Attest. 
ARTHUR BEAUCHESNE, 
Clerk of the House. 


Fripay, July 5, 1940. 


Ordered,—That the name of Mr. Emmerson be substituted for that of Mr. 
Hill on the said Committee. 


Ordered,—That the name of Mr. Jackman be substituted for that of Mr. 
Diefenbaker on the said Committee. 


Attest. 
ARTHUR BEAUCHESNE, 
Clerk of the House. 


RAILWAYS AND. SHIPPING 


REPORTS TO THE HOUSE 


JUNE 27th, 1940. 


The Standing Committee on Railways and Shipping owned, operated and 
controlled by the Government, begs leave to present the following as a 


First Report 


Your Committee recommends,— 

1. That it be empowered to print, from day to day, 500 copies in 
English and 200 copies in French of its minutes of proceedings and 
evidence, and that standing Order 64 be suspended in relation 
thereto. 

2. That it be empowered to sit while the House is sitting. 


3. That the quorum of the Committee be reduced from 12 members to 
8 members. 


All of which is respectfully submitted. 


J. P. HOWDEN, 
Chairman. 


MINUTES OF PROCEEDINGS 
THurspay, June 27, 1940. 


The Standing Committee on Railways and Shipping owned, operated and 
controlled by the Government met this day at 11.00 o’clock am. 


Members present were: Messrs. Black (Cumberland), Bradette, Donnelly, 
Ferland, Hansell, Hanson (Skeena), Howden, Lockhart, MacInnis, McCulloch, 
Parent, Ross (Middlesex East) and Sanderson. ORGS 


Nominations for Chairman having been requested, Mr. Ross (Middlesex East) 
moved, seconded by Mr. Ferland, that Mr. Howden be elected Chairman. There 
‘being no other nominations, Mr. Howden was unanimously elected. He took the 
Chair and thanked the Committee for the honour conferred upon him. 

Mr. Hanson (Skeena) moved, seconded by Mr. McCulloch,— 

That the Committee ask leave to print, from day to day, 500 copies in 
English and 200 copies in French of its minutes of proceedings and evidence, 
and that Standing Order 64 be suspended in relation thereto—Carried. 

Mr. Ferland moved, seconded by Mr. Hanson (Skeena) — 

That the Committee ask leave to sit while the House is sitting —Carried. 


Mr. Bradette moved, seconded by Mr. Donnelly,— 
That the quorum be reduced from 12 members to 8 members.—Carried. 


On motion of Mr. Lockhart the Committee adjourned at 11.40 a.m. to 
meet again at the call of the Chair. 


Tuurspay, July 4, 1940. 


The Standing Committee on Railways and Shipping met this day at 11.00 
o'clock a.m. Mr. Howden, the Chairman, presided. 


Members present were: Messrs. Bercovitch, Black (Cumberland), Donnelly, 
Ferland, Gray, Hansell, Hanson (Skeena), How den, Lapointe (Lotbiniére), 
MacInnis, McCulloch, Ross (Middlesex East), Sanderson, and Sissons—(14). 

In attendance were :— 

Mr. 8. J. Hungerford, President, Canadian National System; 

Mr. R. C. Vaughan, Vice-President, Canadian National Railway 
System ; 

Mr. T. H. Cooper, Comptroller; 

Mr. W. M. Armstrong, Ass’t Chief of Research and Development; 

Col, V. I. Smart, Deputy Minister of Transport; 

Mr. A. V. Franklin, Railway Auditor, Department of Transport; 

Mr. O. A. Matthews, representing George A. Touche & Co., Auditors; 

Mr. D. B. Colyer, Vice-President, Trans-Canada Air Lines; 


Mr. W. F. English, Ass’t to the Vice President, Trans- Candee Air 
Lines; and 


Mri Ge PR) dard Chief of Air Service, Department of Transport. 
V1 . 
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The Committee took under consideration the reports of the Canadian 
National Railway System, the Canadian National (West Indies) Steamships, 
Ltd., the Trans-Canada Air-Lines, the report of George A. Touche & Co., 
Auditors and the Canadian National Railways securities Trust. 


On motion of Mr. Donnelly the Committee adjourned at 12.50 p.m. to meet 
again at 4.00 p.m. this day. 


The Committee met again at 4.00 pm. Mr. Howden, the Chairman, 
presided. 


Members present were: Messrs. Bercovitch, Black (Cumberland), Donnelly, 
Ferland, Hansell, Hanson (Skeena), Howden, Lapointe (Lotbiniére), Lockhart, 
McCulloch, Ross (Middlesex Hast), Sanderson and Sissons.—(13). 


The Committee continued consideration of the above mentioned reports. 


At the request of Mr. Hansell, the officials in attendance were introduced 
to the Committee. 


On motion of Mr. Ross (Middlesex East), the Committee adjourned at 
5.50 p.m. to meet again at 8.00 p.m. this day. 


The Committee met. at.8.00 pm. Mr. Howden, the Chairman presided. 


Members present were: Messrs. Bercovitch, Black (Cumberland), Donnelly, 
Ferland, Gray, Harris (Danforth), Howden, Howe, Lapointe (Lotbinieére), 
Lockhart, McCulloch, Maybank, Ross (Middlesex Hast), Sanderson, and 
pissons.— (15). 


The Committee continued consideration of the above mentioned reports. 


On motion of Mr. Harris,— 


Ordered: That officials of the Post Office Department be in attendance at 
the next meeting to give information respecting air-mail contracts. 


Mr. Lockhart moved: 


That the administrative costs and the salaries of officials and employees 
of the Trans-Canada Air Lines be given to members of this Committee in camera. 
—Carried on division. 


The Committee therefore went into camera. 


On motion of Mr. Gray, the Committee adjourned at 10.05 p.m. to meet 
again on Tuesday, July 9th, at 11.00 a.m. 
TSP a DOWIE: 
Clerk of the Committee. 


Digitized by the Internet Archive 
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MINUTES OF EVIDENCE 


House or Commons, Room 277, 


July 4, 1940. 


The Standing Committee on Railways and Shipping met at 11 am. The 
Chairman, Mr. J. P. Howden, presided. 

The CHairMan: Gentlemen, the purpose of this committee, as I under- 
stand it, is briefly to consider the budget of the government-owned railways, 
shipping and airways. A good many of the former members of the com- 
mittee have passed away with changes in the house, but there are enough of 
them left to carry on pretty well. Owing to the nature of the session and one 
thing and another I do believe it is desirable, without unduly abbreviating 
anything, to get through with the work as rapidly as possible. 

I understand that there has been a regular, shall I say, sequence to the 
business at former sittings of the committee. It has been the habit in the past 
to consider first of all the annual report of the Canadian National Railways 
system. The committee is in your hands. If this agrees with the wishes of the 
committee we shall proceed along these lines, and we shall follow the report as 
one of the officers of the company reads it for us. 

Mr. Armstrong will read the report. 

Mr. ARMSTRONG: 


CANADIAN NATIONAL RAILWAYS 


MontreaL, 19th March, 1940. 
The Honourable C. D. Hows, 
Minister of Transport, 
Ottawa. 

Str,—In conformity with sections 14 and 15 of The Canadian National— 
Canadian Pacific Act, 1936, the Board of Directors submit the following report 
of the operations of the Canadian National Railways for the calendar year 
1939 :— 

RESULT OF OPERATIONS 


Operstinge reventiess,. o...5 eso enl ee lies $203.820.186 62 $182,241,722 93 $21,578,463 69 


Operating expenses fe 2. poe a 182,965,768 18 176,175,311 78 6, 790,456 40 
Net operating revenue. $ 20,854,418 44 $ 6.066, 41015 $14,788,007 29 
_ Net of other income and pr ofit and loss 

requirements”. 29). ° .. : E aie 10,219,395 11 9,615,459 68 603,935 43. 
Net available for interest. $ 10,635,023 33 $ 3,549,048 53 $14, 184, 071 86 
Interest on funded debt held ‘by. public 49,814,377 90 49,839,022 58 24,644 68 
Interest on Government loans .. .. 916,165 O01 926,124 86 9,959 85 
C2) airs Ken Cea oS eo Soe i A al, SA $ 40,095,519 58 $ 54,314,195 97 $14,218,676 39 


The CHatRMAN: I may say for the benefit of the committee the reader 
may be interrupted at any point to consider any matter that appeals to 
members. 

Mr. ARMSTRONG: 


Operating Revenues 
Operating revenue totalled $203,820,187, an increase of $21,578,464, or 11-84 
per cent over the preceding year. The total for the year was the highest of any 
1 


2 STANDING COMMITTEE 


» 
year since 1930. It would be a mistake to attribute all of the increase in 
traffic to the war: the increase was progressive throughout the year. In the 
first quarter the total revenue was about equal to that of 1938, after which the 
quarterly increases were 11-9 per cent, 14-7 per cent and 18-6 per cent. The 
increase on the lines of the company in the United States was 19-9 per cent and 
on the lines in Canada 10-5 per cent. 

Revenue from the transportation of freight increased $20,485,407, or 14:6 
per cent. A statement of the tonnage handled, by commodities, appears on 
pages 24 and 25 of this report. Grain tonnage increased 1,437,554 tons, the 
1939 wheat crop being larger than any previous crop except that of 1928. 
Substantial increases were also reflected in anthracite and bituminous coal, 
lumber, iron and steel, motor vehicles and parts, and other manufactured 
commodities. 

Passenger revenue decreased 1-5 per cent. Mail revenue increased 1-4 per 
cent. Express revenue increased 13-4 per cent. Commercial telegraph revenue 
decreased 3°8 per cent. 


Operating Expenses 


Operating expenses totalled $182,965,768, an increase of $6,790,456, or 
3°85 per cent. This is a moderate increase when viewed im relation to the 
increase in operating revenues of $21,578,464. The operating ratio was 89-77 
per -eent, the best since 1929. Most of the increase was in maintenance and 
transportation. expenses, and was necessitated by the increase in traffic. 
Expenditures for maintenance of property and equipment increased $3,724,000, 
or 4-93 per cent, while transportation expenses increased, $2,679,000, or 3:11 
per cent. The property and equipment have been adequately maintained. ‘The 
ratio of transportation expenses to revenues was the most favourable since 
1929. This operating result was attained notwithstanding an additional snow 
removal expense of $357,000, a larger provision for equipment retirements of 
$583,000, an increase in the pension roll of $222,000, wage adjustments costing 
$622,000, and the cost of protective services necessitated by the war amounting 
to $433,000. 

Mr. BercovircH: Would it not be well for us to discuss this report para- 
eraph by paragraph as it is being read, because if the gentleman is going to 
read the whole report, in the end we shall have nothing further to do but to 
adopt it? | 
ae CHAIRMAN: I think the committee is at liberty to cut in any time they 
wish. 

Mr. Bercovircu: I do not want. to interrupt, but I think it would be more 
advantageous for the committee to discuss the report clause by clause. At the 
end of a clause if there is any discussion or any question to put I think we 
ought to adopt that ag the policy of the committee. If we did that it would 
be much more advantageous, because as all this is read I am sure a great deal 
of it will be forgotten by the time ten or twelve pages have been gone over. 
Then, if we want to put any questions we have to go back again. 

Mr. Ross: There is not much to read if the tables are left out. 

Mr. BercovircH: I am merely throwing out the suggestion. 

The CuatrmMan: I think in the past the reading has proceeded right along 
and then questions were asked. 

Mr. BercovircH: Would there be any explanation for the— 

The CuHairMAN: What is the wish of the committee in this regard? Shall 
we proceed as we have been doing? There is a lot of ground to cover. ' 

Mr. MacInnis: After the official has read a paragraph, if he paused and » 
asked if there were any questions to put to him, I think we should get along 
very well. : 
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The Cuairman: All right. Are there any questions so far as we have 
gone? 

Mr. Brercovirco: Is there any explanation for the passenger revenue 
decrease? There seems to have been a decrease to a very slight extent. Is 
there any explanation for that? Can you give the committee any explanation 
for that decrease? 

Mr. Armsrrone: The passenger revenues are approximately equal to the 
year before, being down 1-5 per cent; that is, about $280,000 in about 
$18,000,000. The number of passengers carried is approximately the same. 
The decrease being 1-4 per cent, and the passenger miles are down 1-8 per cent. 

Mr. Bercovircw: I know these are the figures given. Have you in mind 
any particular reason why there should have been a decrease? I agree it is a 
small amount, but can you tell us why there should have been a decrease? 
There was ian increase in all other branches, traffic and so-on. Was the 
- decrease in the passenger income due to competition? 

Mr. DonneLiy: Air mail. 

Mr. Armstrrone: There are a number of factors which affected passenger 
_ traffic. One, of course, is the private automobile—the bus did not affect it as 
much. ‘To some extent, at any rate, the air lines also affected rail passenger 
traffic. 

Mr. DonNneEtLy: Bus services? 

Mr. ArmstronG: Bus services to some extent, yes. The private automo- 
bile, I would say, would be the main reason. 

Mr. Brrcovitcu: It would not be due to any inferiority in equipment? 

Mr. Armstrone: No. The equipment in 1939 was better than it was in 
1938. Our rail services would be, if anything, better. It was not due to the 
rail transportation services depreciating. 

Mr. McCutuiocu: I would think the air lines have something to do with it. 
Mr. Armstrronc: Air lines have had some effect. 

Mr. Donnevty: Was there any increase in the mileage that you carried 
per individual? 

Mr. Armstronc: No, almost exactly the same. Our average during 
1939 was 86-3 and 86:7 in 1988, so it is practically the same, very slightly 
down. 

Mr. BrrcovircH: You say the operating expenses have increased by 
$6,790,000. You mentioned this as a modest increase. That may be a very 
moderate sum— 

Mr. Huncerrorp: That has to be considered in relation to the volume of 
_business we carry. The volume increased to the extent of $21,000,000. 

The Cuairman: The explanation is given at the foot of the page. 

Mr. Sanperson: You say here that wage adjustments cost $622,000. 
What is the explanation for that? 

Mr. Huncerrorp: I think that the major factor was an increase in the 
rate for common labour. There were some restorations of the reductions that 
had been in effect before. They were more or less progressive but last year 
caught the tail end. 

Mr. Gray: There is an increase shown in the pension roll of $222,000. 
Are you insisting now that the men be retired positively on retirement age? 
Are there any exceptions to that? 

Mr. Huncaerrorp: I did not quite get that. 

Mr. Gray: Are you insisting they retire at retirement age and no excep- 
tion granted? 
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Mr. Huncerrorp: That has been the rule but under war conditions there 
are some few exceptions. 

Mr. Huncerrorp: That has been the rule but under war conditions there 
are some few exceptions. - 

Mr. Gray: I have been a member of this committee for some time. This 
is an old subject to me. For years I have tried to convince the officials that 
when these men reach retiring age they should be retired without any excep- 
tion being made. Subject to the war is that the final rule now? 

Mr. Huncerrorp: Under war conditions I do not think we can say posi- 
tively that anything is unchangeable; but it is the general rule, yes. 

Mr. Hansetu: Would not that largely depend on the time that a man 
has been with the company? A man doesn’t always receive a pension when he 
reaches retiring age. 

Mr. Donnetty: What is the retiring age? 

Mr. Hanseuu: Sixty-five. 

Mr. Huncrrrorp: The retiring age is sixty-five. 

Mr. Hanseuu: It may so happen that a man has been working fifteen or 
twenty years and is not eligible for a pension. 

Mr. Donnetty: How many are in the employ of the company now over 
sixty-five? Have you any idea of that? 

Mr. Cooper: Our employees, speaking broadly, are all retired at age 
sixty-five. I have in mind about six people whose service has been extended 
beyond the age of sixty-five. It is practically negligible. 

Mr. Gray: This brings up the further question—and I think we may as well 
deal with it now—as to these men who are retired on pensions, some of them on 
very large pensions, taking other employment. What is the policy of the 
company with respect to them, especially men who are retired on pensions say 
of $5,000 a year, taking other employment? 

Mr. Huncerrorp: Permission has been granted in some cases. 

Mr. Gray: Why? 

Mr. HuNcerrorp: Sometimes they are needed and sometimes it gives them 
an opportunity to earn a little something extra. eit 

Mr. Bercovircus There really would not be any harm in that. 

Mr. Huncerrorp: They have to get permission. 


Mr. Bercovircu: I think the amount of pension that is paid is really his 
own money, when you boil it all down. 


Mr. Gray: Having regard to the war effort, do you not think that men who 
are receiving large pensions might become dollar a year men instead of being 
otherwise employed? | 

Mr. Huncerrorp: Well, that is a matter of opinion. I do not know. It 
all depends on what they are doing. 


Mr. SANDERSON: You are referring to officials, are you, Mr. Gray? 


Mr. Gray: Yes. I do not mind saying who I have in mind. I have in mind 
Mr. W. A. Kingsland, who was general manager of the central region and who 
must be receiving a very large pension, and who is employed now as lobbyist 
or whatever you may call it for the Dufferin Construction Company. 

Mr. Huncerrorp: Mr. Kingsland last winter asked for permission to engage 
temporarily in work. That permission was given. Since then I understand the 
situation has changed quite materially and he is occupying a more responsible 
position, but I am informed he is carrying on work for some government 
agency. The property has been taken over, so I understand. Mr. Kingsland 
is assisting in the administration. 
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Mr. Gray: What is his pension? 

Mr. Huncerrorp: [ do not know that I can tell you at the moment. 

Mr. Cooper: I can get that for you. 

Mr. Huncerrorp: I think it is about $6,000. 

Mr. BercovircH: How long was he with the company before he was on 
pension? 

Mr. Huncerrorp: Again I am speaking from memory, but I think about 
thirty-eight years, as far as I can remember. 

The CuHairMAN: Gentlemen, I have a suggestion to make. My hearing is 
not very good, and I understand that Mr. Hungerford is having a little difficulty. 
Some of the interrogations are hardly getting across. I would ask members 
to speak just a little louder. 

Mr. BrercovircH: I promise to speak louder, Mr. Chairman. 

Mr. MacInnis: Would Mr. Hungerford speak a little louder. We cannot 
hear him over here. 

Mr. Huncerrorp: I will try to do that. 

Mr. Gray: You say that permission is rarely granted, that it is only on 
special occasions that the officials who are on pension are granted the right to 
take other employment? 

Mr. HuNGERFOoRD: Yes. 
Mr. Gray: Exceptional circumstances. 

Mr. Smart: You understand the situation with respect to the Dufferin 
Construction Company, do you Mr. Gray? 

Mr. Gray: I do now, at the present moment. I did not prior to a few 
months ago. 

Mr. Smart: The voting shares of that company belong to you know who. 

Mr. Gray: Quite. 

Mr. Smart: That was sequestrated by the custodian, so that at the moment 
the Dufferin Construction Company common shares are in the hands of the 
government. 

Mr. Gray: Quite. But you cannot get around it in that way, Mr. Smart. 
Mr. Kingsland took employment long before there was sequestration by the 
government. 

Mr. Smart: No. I am not speaking of Mr. Kingsland’s relationship. I 
just wanted to know whether you understood about the Dufferin Construction 
Company which is performing work for us at the minute, is really in the hands 
of the government as an institution. 

Mr. Gray: At the present moment. 

Mr. Smarr: Yes, at the present moment. 

Mr. DonneEtuy: It does seem’ to me to be very unfair that a man should be 
getting a pension from the government at $6,000 a year and still be employed 
by the government and getting a wage as well. 

Mr. McCuiiocu: What was his salary before he got the pension, roughly? 

Mr. Smart: $18,000, I think. 

Mr. Huncrrrorp: $16,000 or $17,000; somewhere teres pours 
Mr. McCuuiocH: A man like Mr. Kingsland who had been living on a 

salary of $15,000 or $16,000, would find it pretty hard to live on $6,000 a year. 
| Mr. Huncerrorp: I gathered from my conversations with Mr. Kingsland 
that he was very anxious to have something to do, that time dragged a great 
deal on his hands. He had always been very active and he was rather unhappy 
at not having anything to do. 
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Mr. DonneELLY: There is a great opportunity for him to do work at a 
dollar a year like a great many others are doing at the present time in the war 
effort. He has a pension of $6,000 a year. 


Mr. BercovircH: Was he ever asked to contribute his services towards the 
war? In principle, Mr. Chairman, it seems to me that a man earns his pension, 
and he is not placed on pension unless the government feels or has thought that 
he has contributed services over the period of his employment that entitle him 
to his pension. In other words, it would be just as if a certain amount had been 
deducted from his salary weekly or monthly, which had accumulated; and at the 
end of thirty years he would be entitled to so much money. I think that 1s the 
general principle, as far as I am concerned. 

The CHAIRMAN: You think his time is his own. 

Mr. BercovircH: His time is his own after that. I do not know the 
gentleman at all. I never heard of him before today. But if he were asked to 
do any war work and refused to do it, I think it would come with very bad 
erace from him; but I doubt very much if he would. He probably would be 
very glad to do it. 

The CuHarRMAN: Do you want to let this point pass now or do you want to 
reserve it? 

Mr. BercovircH: It really des not matter. I do not think we should waste 
too much time on it, unless Mr. Gray wishes to say something further. 

Mr. Gray: No, I have nothing further. 

Mr. MacInnis: Could the committee have a list of the persons receiving 
pensions who are otherwise engaged, particularly in government business or for 
the railways? 


The CHAIRMAN: We will make a note of that. 

Mr. Hunoprrorp: We can have that. 

The CuatrMan: All right.. I think we will proceed. 

Mr. Armsrrone: I shall commence at the top of page five. 


Other Income and Profit and Loss Requrements 


The accounts in this group increased $603,935 over 1938. The increase was 
due to the larger provision made in the accounts for the retirement of miscel- 
laneous structures, sidings, ete., which have been retired from service and not 
replaced. 

Taxes amounted to $7,095,147 compared with $6,946,873 in 19388. ‘These 
figures are exclusive of sales tax added to the cost of material, which amounted 
to $3,171,500 in 1939. 

The revenues from hotel operations increased $186,629 over 1938, and after 
meeting operating expenses and taxes the net operating income was $302,363, 
an increase of $76,350 over 19388. 


The CHARMAN: Are there any questions? I take it that the increase in 
revenue came from the Chateau Laurier? , 


Mr. ArmMstTrRONG: Not altogether. 
Mr. Bercovircu: They got some of my money. 


Mr. Huncrerrorp: The Nova Scotian did pretty well and Jasper Park Lodge 
did better. 


The CHAIRMAN: How about your big hotel at the coast? 
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Mr. Huncerrorp: Well, that was only in service from May 25. 
The CHArRMAN: Yes. Then we shall go on to the next paragraph. 
Mr. Armstronc: The next is “Interest Charges”. 


Interest Charges 


The total requirements for interest on funded debt held by the public in 
1939 were $49,814,377, being $24,645 less than in 1938. 

Interest payments to the Government on temporary loans for capital 
purposes were $916,165, being $9,959 less than in 1938. 

It is of interest to note that from 1932, when the present practice was adopted 
of financing capital requirements by issue of railway securities to the public, 
the capital debt of the railway (including temporary Government loans) has 
been increased by $32.3 millions, an average increase during the eight year 
period of $4 millions per annum. In this period the railway has made new public 
issues aggregating $319 millions but has retired other public issues aggregating 
$332 millions. As the result of this refinancing, which has been at lower interest 
rates, the fixed charges of the railway, 1939 compared with 1931, after providing 
for interest on the additional capital of $32.3 millions, show a decrease of 
$5,643,000. 


Mr. Hansewu: Referring to paragraph one, I should like to ask what the 
total funded debt was. 


Mr. Cooper: The amount is $1,263,000,000. You will find the full details 
set out on pages 19 and 20 of the report. 


The CHAIRMAN: I think you come to that lower down. 


Mr. Hansett: Do those details give us the amount of perpetual bonds? 
I have not looked at it yet. 


Mr. Cooper: Yes; and also the interest rates. 


The CHairmMan: Are there any further questions, gentlemen? If not, we 
can proceed. 


Mr. DonNEeLL¥: May we go back to the top of the page? Will we have 
an account of what has been done on profit and loss account with regard to 
each of these hotels across the country, or where they stand? Do we go into 
this now, or do we go into it later on? 


Mr. Armsrronec: We have it all available. We can file a statement. 


Mr. Donnetuy: Yes. I think we should have a statement of these dif- 
ferent hotels across the country, as to where they stand. 


Mr. ArmstTrona: We have a statement as to revenues, expenses and taxes. 
Will that be sufficient? 


Mr. DoNNELLY: Yes. 

Mr. Huncerrorp: You would like that, Mr. Chairman, would you? 
The CHAIRMAN: Yes. 

Mr. Armstronc: We can file a statement. 


The CHAIRMAN: We would like a memo left on the table. You do not 
want that now, do you, Mr. Donnelly? 


Mr. Donnetiy: No, not right now. 
Mr. Armstrone: We have it available. We could put it in the record. 
Mr. Donnewiy: Very well. 


STANDING COMMITTEE 


Mr. Armstrone: We have it right here. 


Statement re hotels supplied by Mr. Armstrong is as follows:— 


HOTELS—OPERATING INCOME 


Account 502 revenues from hotel operations. . 
Account 534 expenses of hotel operations 
Account 535 taxes on hotel property.. 


Net gain or loss .. 


Year 1939 
Charlottetown. . 
Pictou Lodge .. 
Nova Scotian.. 
Chateau Laurier .. 
Prince Arthur . 
Minaki Lodge . 
Fort Garry”. 


Prince Edward : : , ; 


MacDonald .. . 


Jasper Park Lodge .. 
Besshorough )...0 00.00% 


Year 1938 
Charlottetown .. 
Pictou Lodge .. 
Nova Scotian .. 
Chateau Laurier .. 


Prince Arthur (aa 


Minaki Lodge .. 
Fort Garry . 


Prince “Hidward.e a. 


MacDonald .. .. 


Jasper Park Lodge . 


Bessborough.. .. 


The CHAIRMAN: 


read the next. 


Mr. ARMSTRONG: 


ment over the preceding year of $14,788,007. 


1939 


$3,331,303 03 
2,901,439 17 
127,500 27 


$ 302,363 59 


INDIVIDUAL HOTELS 


Revenues 


$ 90,490 
17,463 
340,485 
1,242,045 
150,619 
49,689 
362,073 
98,746 
403,309 
345,111 
231,268 


$3,331,303 


$ 85,299 
17,382 
311,978 
L156. baa 
156,618 
51,896 
346,474 
91,839 
408,460 
291,977 
224,206 


93 


$3,144,674 


Expenses 
$ 89,561 74 
16,412 30 
294,922 96 
953,935 36 
136,504 05 
45,126 47 
350,790 49 
99,891 24 
379,967 87 
284,921 07 
249,405 62 


$2,901,439 17 


$ 85,029 82 
16,746 86 
286,357 40 
927,958 88 
131,712 05 
49,844 07 
338,583 13 
95,888 48 
367,050 86 
237,878 89 
246,970 60 


$2,784,021 04 


1938 


$3,144,674 00 
2,784,021 04 
134,639 21 


$ 226,013 75 


Gain or Loss 
$186,629 03 
117,418 13 

7,138 94 


$ 76,349 84 


o Mscie; ea) %. seine 


$ 127,500 27 


$ 3,637 48 
305 00 
11,071 18 
62,285 45 
5,904 34 
162 00 
26,305. 18 
O20) 2 ae 
15,071 79 
4,631 80 
1,692 87 


$ 134,639 21 


Net 
$ 2,708 29 
838 32 
34,461 56 
227,956 63 
9,620 79 
4,562 86 
15,824 02 
4,418 O7 
9,204 16 
57,130 29 
18,960 64 


$302,363 59° 


49,467 21 
24,456 59 


$226,013 75 


Then shall we go ahead? I will ask Mr. Armstrong to 


The next is in regard to cash deficits. 


Cash Deficit 


The net operating revenue for the year 1939 was $20,854,418, an improve- 


After payment of all fixed and 


other charges (excepting charges to Proprietor’s Equity under the provisions 
of The Canadian National Railways Capital Revision Act, 1937) the deficit for 
the year was $40,095,519, an improvement of $14,218,676 compared with 1988. 
Full details are given in the accounting statements accompanying this report. 


The Cuatrman: If there are no questions on that, I will ask Mr. Arm- 


strong to proceed. 


Mr. Armstronc: The next is capital expenditure accounts. 
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CAPITAL EXPENDITURE ACCOUNT 


The net expenditures on property investment account. for the year 1939 
amounted to $9,863,847, made up as follows:— 


Roving stock purchased Or DUNT. Meum ule heen ae ... $9,416,948 
FRORMDO STOCK TEtIEe Cite eset naetatten eines crates han ay uae 15 8,471,262 
Betterments to freight and passenger equipment.................... 671,381 
mat CONCIAONIN em Dassenoen, (CALS cic. Monee ey wenn l WMA Wedd. 445,100 
BEN COU VEE, H Opus ana Toe ercy mar ain near ye su von cM cea 1,629,042 
Senneterre—Rouyn Branch, Line via a as On 325,451 
Montreal FerminalsDevelopmaentety fkinaee aoe Ue aul aa ee 2,174,590 
General additions and betterments, less retirements................ 3,672,597 

$9,863,847 


The Cuatrman: Are most of your passenger cars air-conditioned now? 

Mr. Armstrrone: On all of the principal routes. All of the main line prin- 
cipal routes are air-conditioned at the present time. 

Mr. Sanperson: Under Vancouver Hotel, there is the figure $1,629,042. 
What is that? Is that the amount of expenditure of the Canadian National 
Railways in that? . 

Mr. Armstrone: That is the completion cost. 

Mr. Cooper: It is the expenditure during the year 1939. 

Mr. Sanperson: Getting back to that hotel, I think we had better ask this 
question now. Just what are the arrangements between the two railways in 
connection with that hotel? 


Mr. Hunaerrorp: It is a question of general operation. Would you like 
us to prepare a brief memorandum in answer to the question? 

Mr. Sanperson: I would be satisfied with that. 

Mr. Cooper: We would prepare a synopsis of it for you. 

Mr. Huncerrorp: I think it would be more intelligible if you had it before 
you. 


Mr. BercovircH: With reference to the deficit of $40,000,000, while I think 
we show a very nice improvement over the previous year, can you give us any. 
hope that some day we will be able to operate the Canadian National Railways 
without a deficit? 

Mr. Huncerrorp: That is a very large question. You are asking me to 
read the future. It all depends on the volume of traffic; if you have a sufficient 
volume of traffic the railways will operate without a deficit. 

The CHAIRMAN: We have had it in the past. 

Mr. Huncerrorp: Yes, we have had it in the past; in two years. 

Mr. McCuttocu: The last six months have shown an improvement over 
the previous six months? 

Mr. Hunamrrorp: A very decided improvement? 

Mr. McCutuocu: So that the surplus you will show will be much greater if 
traffic keeps up for the next twelve months? 

Mr. Huncerrorp: It should be. 

Mr. BercovircH: Not. necessarily so. 

Mr. Huncrrrorp: We will come to that question in connection with the 
1940 Budget, if you would like to leave it until that comes up for consideration. 

The CHAIRMAN: Let us proceed. 
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Mr. ARMSTRONG: 

The following rolling stock was purchased or built during the year: 1,950 box 
cars, 40 refrigerator cars (part of an order for 100), 25 cabooses, 50 box-baggage 
cars, 9 buffet-sleeping cars, 5 mail-express cars, 10 baggage cars, 11 snow 
ploughs and 8 work units. 

To meet anticipated war requirements additional orders were placed for 2,765 
box cars, 500 flat cars and 25 Northern type locomotives. ‘This equipment will 
be delivered and accounted for in 1940. 

The following rolling stock was retired during the year: 60 locomotives, 
5,044 freight train cars, 27 passenger train cars and 477 work units. The loss 
has been accounted for as an expense of operation. 

The program of air-conditioning passenger train cars was continued. All 
principal main line trains are now air-conditioned. * The Vancouver Hotel and 
Senneterre-Rouyn lbranch line were completed during the year. 

The Cuarrman: Are there any questions? 


FINANCE 
Retirement of Obligations 
The following securities matured and were retired during 1939: 
$ 9,874,062 00 4 per cent Grand Trunk Pacific Branch Lines Company First 
Mortgage Bonds due January 22, 1939. 
8,029,999 99 4 per cent Canadian Northern Railway Company First 
: Mortgage Debenture Stock due January 23, 1939. 

2,430,000 00 4 per cent Grand Trunk Pacific Branch Lines Company First 
Mortgage Bonds due February 25, 1939. 
9,986,665 64 4 per cent Canadian Northern Railway Company First 
Mortgage Debenture Stock due February 25, 1939. 
7,004,997 27 4 per cent Duluth, Winnipeg & Pacific Railway Company First 
Mortgage Debenture Stock, due June 1, 1989. 
_ 3,000,000 00 4 per cent Canadian Northern Railway Company Winnipeg 

Terminals Bonds due July 1, 1939. 


$ 35,925,724 90 


Provision was made for the retirement of other capital obligations, including 
sinking fund and equipment principal payments, amounting to $8,162,745.72. 

The-retirement of these obligations was financed through temporary loans 
from the Government and the new issue referred to below. 

The Cuatrman: All right, next: 

Mr. ARMSTRONG: 


New Issues 


An issue of Canadian National Railway Company Dominion Guaranteed 
Bonds was made, dated January 15, 1939. The proceeds therefrom were used to 
retire matured obligations and temporary loans from the Government. The 
issue comprised :— 

$15,000,000 24 per cent Seven Year Bonds, sold at 98-625, at an annual cost 
of 2-47 per cent. 

$35,000,000 3 per cent Twenty Year Bonds, sold at 96:50, at an annual cost 
of 3-24 per cent. 
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An issue of $6,500,000 Canadian National Railways 25 per cent Equipment 
Trust Certificates, Series “Q,’’ 1939, was made, dated July 1, 1939, to provide 
for the payment of part of the purchase of new equipment costing over $8,700,000. 
The certificates, which mature serially in ten annual instalments, were sold at 
an average of 100-428, the annual cost being 2:46 per cent. 

Mr. Bercovircx: So, while you have retired $35,000,000 odd of obliga- 
tions you have borrowed $50,000,000? 

Mr. ArMstTRONG: Yes. 

The CuatrmMaAn: That is right. 

Mr. Donnetiy: It was just refinancing with the object of giving you 
lower interest charges? 

Mr. Cooper: What is that? 

Mr. Donnetiy: Does this refinancing lower your interest charges? 

Mr. Cooper: Yes. 

Mr. BercovircuH: You will not be in a much better position. You retired 
$35,000,000 and you borrowed $50,000,000, so that even with the lower interest 
rate it will be about the same as far as interest charges are concerned. 

Mr. Coorer: There is a certain amount of overlap between the amount of 
the securities retired during’ the year and the amount of new issues during the 
year. That is to say, we do not necessarily refinance during any year the 
particular securities that have to be dealt with in that year. We note on the 
previous page that we spent $10,000,000 on “ capital”; so, off the bat, you have 
got $35,000,000 of debt retirement; $8,000,000 for other capital obligations— 
that is $43,000,000—and you have $10,000,000 of new capital expenditures; 
which makes $53,000,000 of new money. 

Mr. BrercovircH: Oh, yes. 


Mr. Cooper: We do point out though, sir, that over the years from 1932 
to date the capital debt of the railway has increased $32,000,000, which is an 
average of $4,000,000 a year. That is the rate of increase in the capital debt 
of the National Railways; and notwithstanding that inerease in the total debt 
there has been a reduction in the fixed charges of some $5,600,000, due to 
refinancing with interest at lower rates. 

Mr. BercovitcH: You mean, notwithstanding borrowing this $50,000,000 
you paid $5,000,000 less interest this year than you did in previous years? 

Mr. Cooper: For 1939 as compared with 1931. 

Mr. Donnetuy: With respect to the bond issues which you put out, are 
any of them callable? 

Mr. Cooper: Yes; I do not know about the issue of 1939 whether that is 
callable or not; $15,000,000 of the seven-year issue, and $35,000,000 of the 
30-year issue are not callable. 

The CHatrMAN: Are there any further questions? If not, we will proceed. 

Mr. ARMSTRONG: 


GENERAL 
Trans-Canada Air Lines 


During the year additional calls aggregating 11 per cent, or $550,000, on 

ie ck ante aan anti of Trans-Canada Air Lines were met by the 
anadian National Railway Company. To December 31. 1939. the a ! 
subscribed was $3,750,000. ne AU 


Mr. MacInnis: With reference to the cost of Trans-Canada Air Lines, is 


_ this stock not all owned by the Canadian National Railways? 


Mr. Huncerrorp: “Yes. 
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Mr. Bercovircu: The bonds are guaranteed by the Canadian National. 

Mr. Huncrerrorp: There are no bonds. . 

Mr. Cooper: Trans-Canada Air Lines is financed solely by capital stock, 
all of which is owned by the Canadian National Railways. 


Mr. Donneutty: Your bonds carry a greater rate of interest than 
Dominion of Canada bonds. 


Mr. Cooprr: That is quite a question. 

Mr. Donneuiy: If so, why are they all guaranteed by the government? 

Mr. Cooper: You do not get two issues that are made on the same date, 
under the same terms and with the same coupon rate; and for that reason it is 
not possible to make an exact comparison. I think, though, there is a shade in 
favour of direct government security as compared with a guaranteed security. 

Mr. Donnetiy: Can you account for that? 

Mr. Cooper: No, sir. : 

Mr. Donneuuy: It just seems to me that bonds issued by the railways and 
guaranteed by the government should be just as good as. if the government 
issued them direct. 

Mr. Cooper: If you were buying them you probably would prefer them 
more than the other. 


Mr. BrrcovircH: Why? 

Mr. Coorrr: To me there is no reason why you should, but speaking of 
public opinion generally that is so. 

Mr. Hansexu: It is a psychological condition? 

Mr. Cooper: Correct. 

The Cuairman: Let us get on. 

Mr. ARMSTRONG: 


Co-operation 


During the year approval was obtained from the Board of Transport Com- 
missioners to the abandonment, in co-operation with the Canadian Pacific 
Railway, of the Canadian National line between Middleton and Bridgetown in 
Nova Scotia, and the Canadian Pacifie line between Linwood and Listowel in 
Ontario. 

Additional applications were made to the Board of Transport Commissioners 
requesting permission to abandon operation of the following railway line in 
co-operation with the Canadian Pacific Railway, and decisions of the Board are 
pending in each case: 


From To Province Railway Mileage 
Joliette:.2° 4, 00) 44, Montfort Junction, (Quebec. 4.1), CanaNat.. on. L = helt 31.6 
Carbo | 3.) 5 igcneue ¢ Cushing ‘Junction a Quebecniwe. ec Oage EN tee Shs iol care 24.6 
ATNPTIOL4 4/0? 9 eae oe se ean ville Msi, cso Ont Ol ale es Ulel eG Nein Siete ie 37.9 
Portage Ja Prairie. Deltay. ust. 00 Mamitobass smn oe ean ina tee Sach Ae 14.5 . 
Oakland... Geos Cawdor 0) en ea. Manitoba we pie one onNtie 11.6 
Muir) 060 Ns Gladstonest’ A tan) Nami tobaie at When ae Ne 10.3 
MeGregor. 02s s Vercors t,o Mamitoba ina (aan Dae 54.4 
Hallbonor. . fi) coq, dpenlah s/n ey oS Mbanitobata: teil lemme Ne 75.92 
Hlamiota..).. 0.3 Miniota cae) 9? Meanitobaves ate bye ama, Pare 19.8 
House yi) e002 Deloraine.). 3.) 07 Manitoba, o)1. suena hee Nat 56.7 
Reston.). 6. 45st 6 Wolseley) 0. j0<",; Mami-Sask!) e104) AUOdAU pag 122.4 
BAI Oe gs law iis SNCWIS fl), Talay NAT hertige Ade en ey Cmte Se cemmN tb 9.5 
Irricana |... ..4.4 |. Beiseker) (iv 5a 554) f(A pertaln), Wis wae Cun ee 10.0 
Langdon .. suplrricana’’ + Se AAD ETUA Hae ay ani Can. Pac 22.6 


or | 
= | 
— 
me | 
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Mr. DonnetLy: How many miles of the Canadian National Railway are 
involved? I have not added them up. 


Mr. Armstrona: Could we have that done for you and put it in later? 

Mr. Donnetty: I was just wondering how it compared; that is, how the 
number of miles abandoned by each of the raiways compared. 

Mr. Cooper: They have tried to balance as closely as possible. 


The CHAIRMAN: I am inclined to wonder why they ever built that line 
between Portage La Prairie and Delta. 

Mr. McCuutocu: There appears to have been quite a number more miles 
abandoned by the Canadian National than by the Canadian Pacific. 


Mr. Armstrone: Yes, there is about 50 miles more recommended for 
abandonment by the Canadian National than by the Canadian Pacific. Of the 
total of 501-1 miles, 281-9 miles are Canadian National and 219-2 miles are 
Canadian Pacific. 


Mr. Hansetu: Does the railway abandon any lines directly on their own 
initiative? , 
Mr. HuNcerrorpD: Yes. 


Mr. Armstrona: Yes. You notice further on reference to four branch lines 
which were abandoned by the Canadian National Railways without reference 
_ to the Canadian Pacific Railway; what we term unprofitable branch lines. 


Mr. Hansetu: I had in mind—I got the idea somewhere but I could not 
say where—that the matter had to go before the Board of Railway Commis- 
sioners first; is that so? 


Mr. Armstrone: That is correct. With respect to every one of these aban- 
donments we must apply formally to the Board of Transport Commissioners, 
and we must obtain an order from them before we can abandon. 


Mr. Donneuiy: How long is that line from Middleton to Bridgetown; how 
long has it been abandoned? 


Mr. Armstronc: It is thirteen miles long. 

Mr. DonneLLY: Then, how about that branch from Linwood to Listowel? 

Mr. Armstronc: That one was a little longer, about 16 miles. 

The Cuatrman: Any further questions? Proceed. 

_ Mr. ARMSTRONG: 

In co-operation with the Northern Alberta Railways, application was made 
to the Board of Transport Commissioners requesting permission to abandon 
operation of the following lines: 


From To Province Railway Mileage 
Trelle ese eewe Morinvilleius:, 25 Alberta, Sorry. Cans Nate oases (hi 122 
Carbondale .. ....) Hgremont..>.. 5. .4 Alberta. o.).:).. INGO AA ICR Yat nina Utena 29.8 


In each case one railway takes running rights over the tracks of the other. 


Vancouver Hotel 


Joint operation of the new “ Hotel Vancouver ” commenced on May 25, 
1939. Unfortunately the tourist season for 1939 was cut short by the outbreak 
of the war and the business of the hotel was affected accordingly. Notwith- 
standing, there was a surplus from operations of $21 978 to be paid as rental to 
the Canadian National Railway Company and divided with the Canadian Pacific 
Railway Company as provided in the joint operating agreement. 
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line Abandonments 


In continuation of the policy of abandonment of unprofitable light traffic | 4 


branch lines, applications have been made to the Board of ‘Transport Com- 
missioners for authority to abandon the following: 


From To Province Mileage 
Hawkesbury ec oe eurdmans.. ss wee Sis 02 Ure UU ee sit Maes 55.28 
Bridgetown °..5°)). (Granville Centré . 22). Nova. Scotia)... -2. 00% 7.63 
Sb ReME Lite Eee Metord oi 2% REND eben peas gore A en 14.29 
Portiervalle ity) Sra one MaregOire ik. ety aa ites whom un wrth Oh kana AS 


Board approval has been given to the tio first mentioned applications. In 
addition, authority was given by the Interstate Commerce Commission to 
abandon the Williamstown Branch, forming part of the Central Vermont Rail- 
way, 3°87 miles in length. 


Montreal Terminals 


Montreal terminals construction work was materially advanced during the 
year, and it is proposed actively to continue these works in accordance with the 
program laid out. 

Mr. Bercovitcu: Is that the program mentioned in this report? 

Mr. Armstronc: That is the program mentioned in the report that was 
tabled by the Minister of Transport in the House. 

Mr. Smart: The report which was tabled; yes, we have that report here. 

The Cuatrman: Do you want to go into that now, or shall we just let it go 
at that for the present? 

Mr. Hanseuu: Before we go further, in the matter of these lines being 
abandoned does the trucking business play any important part in your decision 
to abandon any of these lines? 

Mr. Armsrrone: Trucking accounts in very large measure for a lot of the 
lines becoming unremunerative. The Board of Transport Commissioners take 
into consideration, in making their decision, what service is performed by the 
trucks so that people will not be left high and dry when a line is abandoned. 

Mr. Hanseuu: I notice most of these lines are not very long distances, most 
of them are considerably under 100 miles. 

Mr. Armstrone: Take the Hawkesbury-Hurdman line, that is a very good 
example. It is from Ottawa to Hawkesbury, 55 miles, and is paralleled practi- 
eally throughout its length by a main highway. 

The CHatrMAN: And a railway line on the other side of the river. 

Mr. Smart: One right along side of it. 

Mr. RurHerrorp: Two other railways on this side of the river and one on 
the north side. | 

The Cuairman: Any further questions? 

Mr. ARMSTRONG: 


“ Royal Visit to Canada 


The Canadian National system had the honour of conveying Their Majesties, 
King George VI and Queen Elizabeth, over 4,251 miles of its lines during the 
Royal Tour last summer. Their Majesties were also passengers on the ss. 
Prince Robert from Victoria to Vancouver. The Canadian National played 
a prominent part in the preparation and handling of the Royal train. 

At the close of the memorable visit, His Majesty expressed his apprecia- 
tion of the uniform excellence of the railway service on his long journey 
through Canada, and his message was communicated to the officers and 
employees in the various departments of the system. 
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“War Conditions 

The outbreak of war greatly added to the ordinary activities of the Rail- 
way in the year 1939, and the Company has been called upon to provide greatly 
augmented transport services. In addition, it has contributed in numerous 
ways to the national war effort, and the services of a number of officers and 
employees have been loaned to the Dominion Government for specialized war 
work. From the outbreak of the war to the end of the year some 430 employees 
enlisted for military service, and suitable arrangements have been made for the 
preservation of their employee and pension status.” 

The CHAIRMAN: What arrangements have you made with those people? 
Do they get their salary while they are away?. 

Mr. Armstrrone: Their pension rights are preserved and their seniority is 
preserved, but there is no salary paid. 

Mr. Bercovircu: And their position is preserved if they return? 

Mr. Armstrone: Their position is preserved if they return. 

The Cuamrman; A great deal of trouble was caused after the last war 
because of guarantees that were made to employees who served as soldiers in the 
great war. 

: Mr. Huncrrrorp: We had a great many complications following the great 
war due to the fact that different managements of the Canadian National pur- 
sued different policies in respect to the employees. We have made a determined 
effort this time to make such arrangements as will avoid those complications 
and discrepancies which occurred before. We think we have accomplished that. 

Mr. Ross: In what manner is the position of a man who goes overseas pre- 
served? 

The CuarrMan: His position is maintained in the service. 

Mr. Armstronc: He is really on leave of absence from his position. 

Mr. Ross: But when he returns his position will be filled. 

Mr. Armsrrona: If he returns, his seniority can be exercised for that posi- 
tion, assuming that he is capable of carrying on in that position. 

Mr. Donnetty: While he is over there, he is considered just the same as 
though he were in the service. 

Mr. Armsrronc: He is on leave of absence without pay. 

Mr. Ross: What happens in the case of an employee who has seniority 
rights and fills the position of a man who goes overseas when this man from 
overseas returns? | 

Mr. Armstronc: He will have to step down. 

Mr. Ross: There will be a general stepping down right through the service? 

Mr. Armstronc: It will probably mean stepping down right through the 
various departments. 

Mr. Ross: That has been arranged in that way? 

Mr. Armsrronc: . It has been arranged that way. 

Mr. Ross: That is the understanding? 

Mr. Armstrone: In the case of certain groups of employees there are 
seniority lists, and he would take his place at the top and, as we say, “ bump” 
right down. 

Mr. Bercovircu: He knows that when he goes into the service; he knows 
he is filling someone else’s shoes. 

Mr. Huncerrorp: Through vacancies occurring in the group, a man com- 
ing back may be entitled to a superior position. 

Mr. Ross: That is what I wanted to be sure about. 
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Mr. Huncerrorp: On the other hand, he may be pushed down to some 
lower position, though his seniority is maintained. 


The Cuatrman: He maintains his seniority? 

Mr. Huncrerrorp: Quite. 

Mr. Armstrona: As if he had not been absent. 

Mr. MacInnis: Have new employees been taken on to fill most of these 
positions? 

Mr. Huncrrrorp: In general we have called back laid-off employees to fill 
these positions. 

The CHarrMAN: Proceed, Mr. Armstrong. 

Mr. ARMSTRONG: 


“Outlook for 1940 

The outlook for 1940 is for a substantial increase in traffie and for a cor- 
responding improvement in the financial results. Canada’s participation in the 
war will bring greatly increasing demands upon the Canadian National Rail- 
ways for transportation services, but the Directors are confident of the rail- 
way’s ability to meet every need which may arise and that the officers and 
employees may be relied upon to perform their duties with a keen sense of 
responsibility, no matter how exacting conditions may become. 


For the Board of Directors, 
8. J. HUNGERFORD, 


Chairman.” 


The Cuatrman: Are there any further questions before we proceed to the 
balance sheet? 

Mr. Cooper: I should like to make a correction. Mr. Donnelly asked me 
whether the issue of 1939 was callable. I said it was not. A part of it, that is, 
the seven-year issue, is not, but the twenty-year issue is callable. 

Mr. DonNEtLY: When? 

Mr. Cooper: It is callable in whole or in part at par, January 15, 1954, 
or on any interest date thereafter upon sixty days’ notice. 

Mr. Donnetiy: You have other callable bonds, have you not? 

Mr. Cooprrr: Oh, yes. 

Mr. DonneELLY: Some of these bonds carry very high interest rates; it is 
too bad that some of them are not callable. 

Mr. Huncerrorp: Quite a lot of them are callable. 

Mr. Cooper: That would be very largely a matter of government policy. 
As far as the railway is concerned, we could not get exchange for sterling or 
United States funds today. That is a matter for the government finance depart- 
ment to act on. 

The Cuamrman: Shall we proceed with the balance sheet? If not, shall we 
proceed with the Profit and Loss Account? What about the Consolidated Income 
Account? 

You were asking for the expenses of the hotels, Dr. Donnelly. 

Mr. McCuiuocu: Are there many Canadian National cars with equipment 
in the United States under rental? 

Mr. Armstrone: There is a natural interchange between railways in the 
United States and Canada. Our cars cross the border freely, and their cars 
naturally cross the border, under loan. . 

Mr. McCuttocu: But what about the proportion? 
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Mr. Armstrone: It is fairly well maintained. 

Mr. Huncerrorp: The box car balance fluctuates from time to time, but, 
at the present time, it is fairly well in balance. 

Mr. ArmstroneG: The net balance is against us, as you will notice. That 
is because of what are known as private line refrigerator cars which bring in 
fruit, vegetables and such commodities from the United States. Actually on 
ordinary box cars, flat cars and coal cars, there is just about an even break. 
On account of the very heavy movement of fruit, etc., there is a large payment 
made to the American owners which accounts for the net debit. 

The CHairRMAN: Gentlemen, are you through with the Consolidated Income 
Account? If you do not wish to investigate it further, shall we go on to the 
operating revenues? 

Mr. BercovircH: Supposing, Mr. Chairman, we were to go over all these 
various figures ourselves and then if any of us have questions to put we might 
put them at the next sitting. 

The CHatrMAN: Very well. 

Mr. Bercovircu: If you read all these items it will take a great deal of 
time and we will probably be no wiser than we are at this moment. A question 
or two might suggest itself to some of us, and in that way we could ask permis- 
sion to put such questions as occur to members of the committee at the next 
sitting. | 

The CuarrMan: Is it your suggestion that we pass through the report along 
these lines? 

Mr. BercovitcH: Yes. 

The CuatrmMan: All the way through. 

Mr. Bercovitcu: All the way through. 

The CuatrmMan: Does the committee at large agree with that suggestion? 

Mr. Hanseuu: Before we pass this matter of debt, I should like to ask a 
question. Perhaps the question is not a fair question to ask these gentlemen. I 
asked the government some time ago what the total national debt was. At that 
time I got ithe figure of somewhere over three billion dollars. Is the debt of the 
railway included in that figure? 

Mr. Armstrone: It is not included. 

Mr. Hansetu: So that when we got the figure for the total national debt 
that was not the correct figure. 

Mr. Bercovitcu: I do not know that it is not the correct figure. 

Mr. CuarrmMan: It is embraced in the national debt somewhere. 

Mr. Bercovircu: The Canadian National Railway, as I take it, is a con- 
tingent liability of the government. It is no more than that. When the 
government gave you the figure of three billion dollars, that would be accurate. 
The Canadian National Railway is a contingent liability which the government 
may or may never be called upon to pay. 

Mr. Donnetuy: In connection with transportation expenses shown on 
page 16, would it be possible for you to give the committee the number of 
employees who are receiving $1,000 per year or less; also the number receiving 
between $1,000 and $2,000; the number of employees receiving between $2,000 
and $3,000; the number between $3,000 and $4,000, and $4,000 and $5,000, right 
up? I also think we should have the number of employees in the larger 
brackets. 

The Cuatrman: Would you like a note made of your interrogation, Mr. 
Donnelly? 

Mr. DonNnELLY: Yes. 
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Mr. Armstrone: We have, roughly, 90,000 employees. It would mean 
examining the record of practically each one to determine what he received 
for the entire year. What we could do is this. We have group figures. Take 
a group such as roadmasters, general foremen, supervisors, inspectors and 
assistants. There are 226 employees in that group, with a total compensation 
of $603,000, the average rate being so much. Would that be satisfactory? 

Mr. Donnetiy: I think the committee should know how many men there 
are in the employ of the Canadian National receiving less than $1,000 a year. 

Mr. Armstrone: Some receiving less than $1,000 per year may be work- 
ing at the rate of $8, $10 or $12 per day. For a certain year they may be 
getting less than $1,000, but they may be working, so far as the railway is 
concerned, at a rate of $10 per day. 

Mr. McCuutocu: But not working steadily? 

Mr. Armstrone: But not working steadily. And one man may work a 
month, another man may work two months, while another may work three 
months. 

Mr. Bercovircu: It really would not give you very much, Mr. Donnelly. 

Mr. Donnetty: It would give us some idea of the salaries of these 
different men. 

Mr. Armstrone: Mr. Cooper tells me we give the income tax people the 
earnings of each employee over $1,000. By deduction we could get the number 
who are earning less than $1,000. 

Mr. McCutuocu: It will have to be put down to $750 now. 

Mr. Coorrr: They may have to go down to $600. 

Mr. Armstrone: Would that be of any service, Mr. Donnelly. 

Mr. Donnetiy: Yes, I think that would be of service; it would give us 
some idea, I think we should have the figures for those in the upper brackets, 
too; say the figures of those getting over $5,000—between $5,000 and $6,000, 
between $6,000 and $7,000 and between $7,000 and 8,000. 

Mr. Armstrone: The only way it could be furnished would be to examine 
the earnings of each man throughout the year and then classify them. There 
are over eighty thousand of them. 

Mr. Donnetiy: There is a feeling throughout the country that the railway 
is top-heavy with well-paid employees. 

Mr. Armstrone: If we furnished it by groups, the number of employees 
in each of these groups, such as executive, general officers, general superintend- 
ents, district officers and assistants, would that be satisfactory? This ig in 
accordance with the Dominion Bureau of Statistics. There are 246 with total 
earnings of over $1,000,000. The next group is that of division superintendents, 
etc. Could we furnish that to you? 

Mr. DonnetLy: That would be all right. 

Mr. Armstrrone: The average salaries could be taken out. 

Mr. Ross: That would not satisfy your people. 

Mr. Donnetiy: I am talking not only of my people but the general public. 
Mr. Ross: That is what I mean. 

Mr. Donnetiy: We are looking for something, 

Mr. Huncrrrorp: I am quite prepared to say, Mr. Donnelly, that the 
implication is wrong. 

Mr. Donnetiy: Then it would be to your advantage to let us know so 
that we can refute their arguments. 
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Mr. Huncerrorp: ‘This organization has been worked down and down 
until we have found that when the extra load came we did not have men 
enough in the supervisory positions in many departments to take care of the 
situation. 

Mr. Bercovircu: What is your total number of employees? 

Mr. Huncerrorp: About 80,000. It fluctuates from time to time. In the 
summer time we take on a lot of labourers and others for track maintenance 
work and things of that kind, and that boosts the number, and they are laid 
off when the work is completed. Also the number fluctuates with the volume 
of traffic. | 

The CuHatrMAN: I think we will call these headings and pass them. The 
last heading I think, that we mentioned was “Operating Revenues.” We will 
pass “Operating Revenues” and the “Summary of Operating Expenses.” We 
next come to “Maintenance of Way and Structures Expenses.” If there are no 
questions we will pass that for the time being. 

Mr. Brercovircu: Always under reserve. 

The CHairman: You can come back to it. We now come to “Maintenance 
of Equipment Expenses,” at page 15. 

Mr. Bercovrrcu: I see you have an item there of $272,000 for injuries to 
persons. Is that injury to persons while riding on the train or ‘accidents 
generally that occur to your employees in the yards? 

Mr. Armstronc: Those are for employees; payments for workmen’s com- 
pensation, etc. 

The CHatrMan: The next heading is “Traffic Expenses.” We shall pass 
that. The next heading is “Transportation Expenses.” 

Mr. Donnetuy: Where do you get your coal to Fort William and west 
of Winnipeg? 

Mr. Huncrerrorp: We get it practically all from Alberta. We use it east 
of Winnipeg to a certain extent. 

Mr. Donnetuy: Where is your dividing line? 

Mr. Huncerrorp: At the present time the dividing line is about Atikokan. 

Mr. Hanseuu: Do the railways have their own mines at all? 

Mr. Huncerrorp: We have not with the exception of one mine down in 
Ohio that was bought by the Grand Trunk company many years ago. We have 
not any mines in Canada. 

. Mr. DonNnELLY: You use some American coal? 

Mr. Huneerrorp: Some. 

Mr. Donneutity: What part of the lines would use American coal? 

Mr. Huncerrorp: Western Ontario up to Fort William and beyond; 
Atikokan is the dividing point. 

Mr. Donne LLy: In eastern Canada you use Nova Scotia coal? 

Mr. Armstrone: Maritime coal. 

Mr. Hanseuu: Would it be too much to ask you to make a note of that 
and give us the approximate amount of coal ordered from the different parts 
of the country including American coal? 

Mr. Huncerrorp: You would want it divided into Maritime provinces in 
one group and United States coal, etc.? 

Mr. Hanseuu: Yes. 

Mr. Huncerrorp: And then Alberta west and so forth. 

Mr. HAnsetu: I am particularly interested in the tonnage. 

Mr. Huneerrorp: I think perhaps the figures are here. 
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Mr. Hansexu: If it is not too much trouble you could give us the tonnage 
and price. I am not particularly interested in the price because prices vary 
here and there. 


The CHAIRMAN: Is there any other query in regard to that? 


Mr. DonnEtty: You buy your coal where you can get it cheapest; is that 
correct? 


Mr. Armstronc: That is correct. 
Mr. DonNELLY: Whether American or Canadian. 


‘Mr. BercovircH: The important point in that connection is the use of 
American funds just now. 


more expensive. 


Mr. Hansetu: I understand some times where it appears to be cheapest it 
may not be found to be cheaper when they start to operate. I read a very 
good article in the company’s magazine a year or so ago on that, where certain 
types of coal were found to be cheaper, and where the company had to be 
extremely careful in the type of coal they burn in their engines. I thought 
it was a very good article because of the time and skill that was put into 
arriving at the proper kind of coal to be used in the engines. So it does not 
always necessarily follow that you buy where it is cheapest. It may not be the 
cheapest in the long run. 

Mr. Donnuiiy: I would gather from your remarks that when you are 
hauling Alberta coal down to eastern Canada for domestic use’ you are using 
eastern Canada coal or American coal to haul it down. 

Mr, Armstrrone: To some extent in Ontario, yes. 


Mr. Huncerrorp: American coal comes in by water very largely. That 
makes it considerably cheaper to use. The Canadian coal we use in Ontario and 
Quebec and more particularly in Ontario is only made possible by government 
subvention, because generally speaking the American coal can be laid down in 
this territory for much less money than Canadian coal. 

Mr. Donnetuy: At the present time with the price of American coal up 10 
or 11 per cent by reason of the fact that that amount has to be paid for American 
funds, it should lessen the amount of American coal you will be using. 

Mr. Huncerrorp: As a matter of fact we use Canadian coal wherever we 
can justify it at all. 

Mr. Ross: Now take the item “train fuel.” What proportion of that would 
be oil; what percentage? 

Mr. Armstronc: Oil is only used west of Jasper on the line to Prince 
Rupert and on the line to Vancouver and on Vancouver Island to some extent. 
British Columbia coal is used on at least one or two engine divisions east of 
Vancouver for certain trains. 


Mr. Ross: You have an item here of $14,000,000. What percentage of 
that— 


Mr. ArmsrronG: The percentage of dollars? I misunderstood your ques- 
tion. 


Mr. Ross: What percentage of that— 

Mr. Donnetiy: Where are your lubricants bought, in the United States? 
Mr. Armsrrone: Largely in Canada. 

Mr. Huncrrrorp: For Canadian lines they are all bought in Canada. 
The Cuairman: Are you still waiting for an answer, Mr. Ross? 

Mr. Ross: Yes, for the percentage of oil in that $14,000,000 item. 


Mr. Armsrronc: I have that question, sir. I shall look it up and give you 
an answer as quickly as possible. 


Mr. Donnetiy: But that will reduce the amount they use because it is 
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The Cuamrman: We now come to “Miscellaneous Operating Expenses.” 


Mr. Donnetiy: With regard to your dining cars, are they run at a profit 
or loss? 


Mr. Huncervorp: At a loss. That is a common experience. 

Mr. Ross: It is a very excellent service, too. 

Mr. McCuuiocu: If they would only put one on the Ocean Limited leaving 
Mcntreal at night. 

Mr. Donneuiy: I see you have grain elevators. What grain elevators are 
these? 

Mr. Huncerrorp: We have them scattered around different places. We 
have one down at Saint John and we have some up in Georgian bay, different 
places. 

The ‘Cuarrman: We now come to “General Expenses.” 

Mr. Ross: Under the heading of ‘“Miscellaneous Operating Expenses” I see 
the item “Other Miscellaneous Operations.” Does that item apply to any one 
particular branch or is it spread all over? 

Mr. Huncerrorp: These items are grouped in this heading under the 
requirements of the standard accounting system. 

Mr. Donnetuy: Is your grain elevator at Saint John full of grain at the 
present time? 

Mr. Huncerrorp: Generally speaking they are, yes, practically everytihng 
filled up. 

Mr. Donnetiy: At the present time is it run at a profit or at a loss? 

Mr. Huncrrrorp: Well, the operation of the elevators themselves vary 
from time to time. Of course, the objective is to get the haulage of the grain. 
That is the important factor in the picture. 


Mr. DonneEtiy: Do you make a special agreement with our wheat carriers 
for storage charges? Have you a special arrangement with the wheat board 
for storage charges? 

Mr. Huncerrorp: As I recall it we are subject to the approval of the tariff 
of the wheat board. 

Mr. Donnetiy: I understand that. I know, of course, that the wheat board 
charges one cent storage charge. They fix that maximum of one cent @ month. 
I am led to believe the grain board fixes that charge of one-thirtieth of a cent a 
‘day. I understand also the wheat board when it is in charge of these things 
and when wheat is handed over they make special arrangements with the com- 
panies to store this wheat at a much lower rate. For example, the internal 
storage elevators at Moose Jaw, Regina and Saskatoon, carry it at one-sixtieth 
of a cent a day, and often some of it is carried at less. Now, I wondered if you 
had a special arrangement with them as well for storage facilities or do you— 

Mr. Huncerrorp: I do not think I can answer that, doctor, at the moment. 

I will look it up for you. 
The CHamrMan: Do you want that now? 


Mr. Donneuty: Yes. These charges are set not by the government at all; 
these charges are set entirely by the Board of Grain Commissioners, and this 
Board of Grain Commissioners sets the maximum charge that can be made, but 
when wheat is handed over from the private elevator or from the private grain 
companies the wheat board makes special provision with the terminal elevators 
for a reduced rate to store their grain. I was wondering whether any special 
arrangements were made by you for the same purpose. 

Mr. Huncerrorp: There may be, but we will have to look it up. We have 
no storage provisions in the ordinary sense. 


22 STANDING COMMITTEE 


Mr. DonnetLy: Your terminal elevator at Saint John would be a terminal — 


elevator? 

Mr. Huncerrorp: To that extent it would be, but it is a very small elevator. 
The other elevators are at Georgian bay. They are used for transferring from 
boat to rail. 

Mr. Donnetuiy: I understand the charges that were made were made when 
the elevators were half full or quarter full. Now they are full to the roof 
practically the year round, and the charges must be less now then they were 
before. 

Mr. Huncerrorp: We will look it up for you, sir. 

Mr. ArmstronG: We have an answer to the fuel oil question. The total 
expense for train fuel was about $14,500,000. The expenditure for fuel oil is 
about $1,250,000, which is less than 10 per cent—probably 8 per cent. 

The CHAIRMAN: We now come to “General Expenses,’ and ‘Property 
Investment Account.” 


Mr. Donnetuy: Under the item of “General Expenses” I notice “Pensions.” 
Is the pension paid so much by the individual, so much by the company, and so 
much by the government? 

Mr. Donnetiy: The contribution to pensions all comes from the two? 

Mr. Coorrr: The railway or the employees as far as our pensions are 
concerned, yes. Down on the I.C.R. there is an arrangement where the 
minimum pension was raised from $20 to $30, and the government provided 
that proportion of the pension by a special vote. But generally speaking the 
pensions are paid at the expense of the railway with a certain proportion 
contributed by the employees out of funds contributed by the employees. 

Mr. Bercovircu: What is the percentage contributed by the employees? 


Mr. Cooper: It varies. We have three funds. In the Grand Trunk super- 
annuation fund they contribute 24 per cent; in the I.C.R. fund they contribute 
15 per cent; and in the main pension fund the rate of contribution is optional 
with the employees. They can go from 1 to 10 per cent and the company will 
match them from 1 up to 5 per cent. 


Mr. MacInnis: What did you say the company’s contribution would be 
in the main fund? Was it 1 to 5 per cent? 


Mr. Cooper: In the main Canadian National Railway fund the employees 
may contribute 1 to 10 per cent of their salary, and the company will match 
their employee’s contribution up to 5 per cent. 

Mr. Huncerrorp: It is optional with the employee. One individual may 
contribute 1 per cent of his salary; another one may contribute 2 per cent and 
another one 8 per cent and so on. But the company will match his contribution, 
whatever it may be, up to the maximum of 5 per cent of his wages. 

Mr. Bercovrrcu: Is that put on a twenty year basis or a thirty year basis 
or what? ‘a 


Mr. Cooper: What do you mean by that, Mr. Bercovitch? 


Mr. Bercovircw: I mean, would a man be entitled to his pension after 


twenty years or after thirty years? 


Mr. Cooper: A man must enter the service before age forty-five, and he 
retires at sixty-five; they are the two limits. But, of course, a man may be in 


the service forty years. I should add, perhaps, that the main pension fund has. 


only been on a contributory basis since January 1, 1935. Prior to that all the 
expense of the pension was at the expense of the company. I mean, I do not 
want you to think that some of the employees have been contributing for forty 
years. 
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Mr. Donnetiy: Are your pensions on an actuarial basis? 

Mr. Cooper: Yes. 

Mr. Donnetuy: You have your actuaries, and your fund is sound, is it? 

Mr. Coorrr: All the funds of the pension fund are invested in Dominion 
securities or Dominion guaranteed securities. 

Mr. Sanperson: Employees are not always retired at sixty-five, are they? 

Mr. Cooprr: Almost invariably. We answered that question. To my 
knowledge, there are about six supervisory officers whose services have been 
extended beyond the age of sixty-five. 

Mr. Sanperson: Does that not apply to the train men, we will say? 

Mr. Cooprr: They retire at age sixty-five. 

Mr. Sanperson: Always? 

Mr. Cooprr: Invariably, provided we know their ages. We have some 
difficulty in getting birth certificates and that sort of thing. But if we know a 
man is sixty-five, he retires at that time. It is automatic. It is not optional. 

Mr. McCuttocu: I suppose you have a lot of letters from railway men 
asking to have another year? 

Mr. McCutiocu: Oh, thousands of them. ‘There is a situation arsing 
there at the present time. There is a great demand for mechanics, in particular 
for iron working mechanics. It may be that, if the shortage becomes very 
pronounced, we will have to continue employees or possibly recall some of the 
pensioners in that particular group; but that demand does not extend to other 
groups and probably will not be very important in respect to mechanics. 

Mr. Hansevu: In the case of labourers, I do not see why they should not 
have an extension. Many of them have not been earning sufficient to put very 
much away. The result is that at the age of sixty-five a good many of them 
are liable to be placed on public relief rolls and one thing and another. 

Mr. Huneerrorp: Well, that is the basis that was adopted at the inaugura- 
tion of the pension fund, and it is largely a matter of agreement with the 
employees themselves. 

Mr. Hansexu: Of course, I have particular reference to those who have not 
been in the service for twenty years, say. They get no pension, I understand; 
or do they? 

Mr. McCutuocu: They will not be taken into the service if they are over 
forty-five. 

Mr. Hanssuu: Oh, there have been some. 

Mr. Huncerrorp: Very seldom. 

Mr. McCutioce: Not very many. : 

Mr. Cooper: Under the old rules, the age limit of entry into the service was 
fifty and the retirement age was sixty-five. In every case of people being 
retired today, it is under the old rules. The new rule of age forty-five only went 
into effect in January, 1935; we have not come to any of those people yet, and 
we will not come to them for another fifteen years. So that today a man could 
have entered the service prior to age fifty and still have a pension. 

Mr. Hansetu: Is that so with labourers as well? 

Mr. Cooprr: Yes; is they have fifteen years service they get a pension. 

Mr. Hansevu: What happens if they should die before they reach the 
retirement age? Are their widows the beneficiaries? 

Mr. Cooper: Not at all, except when they have been contributors to the 
fund; in which event they would get their contribution with interest. 


Mr. Hansetu: They would not lose what they had put into it? 
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Mr. Cooper: No, sir; in no case. 

Mr. MacInniss Is the pension system compulsory? 

Mr. Coovrer: No, it is optional; that is, the contribution is optional. In the 
event that they are not contributors, there is a basic pension granted at the 
expense of the company of $25 a month. 

Mr. Huncerrorp: If they have been in the service for a sufficient length of 
time. 

The CHAIRMAN: The next is property investment account. 

Mr. McCuttocu: Are these concerns which treat the ties—do the creosoting 
—owned by the railway or are they all private concerns? 

Mr. Huncerrorp: They are all private concerns. They do the work under 
contract for us. 

The CHARMAN: What do you salvage from disused branch lines and 
sidings? Do you just salvage the steel? 

Mr. Armstronc: The steel is all, except possibly the bridges—that is the 
steel bridges. They may be of some use for scrap or in some cases for other 
branch lines. 

Mh. Hunaurrorp: We salvage everything that is salvageable. 

Mr. Sissons: Where were the new lines constructed? 

Mr. Coorrr: That is the completion of the Senneterre-Rouyn branch line. 

Mr. Bercovircu: Is that in operation now? 

Mr. Cooper: Yes, sir. 

The CHairMAN: If you are all through on that section, the next is trans- 
actions during the year 1939 affecting proprietor’s equity. 

Mr. BercovircH: Carried. 

The CHatrMAN: The next is funded debt—principal and interest. 

Mr. Bercovircu: Have you any idea as to the total amount of United 
States funds that the government would have to pay in this $41,000,000 for 
interest? 

Mr. Coorrer: About $22,000.000. 

Mr. Bercovircu: That is a lot of money. 

Mr. Cooper: Yes, sir. 

Mr. Donnetiy: Is there no possibility of these perpetual bonds being 
transferred or changed into time bonds? 

Mr. Coorer: I think that is a question which Dr. Clark would have to 
answer. ' 

Mr. Bercovircy: There would not be any possibility without the consent 
of the holders or special legislation. 

Mr. Cooper: That debenture stock is nearly all sterling stocks, and it is 
quite impossible for the Canadian National Railways or any other company in 
Canada to obtain sterling exchange for the purpose of retiring sterling stocks. 
It is entirely in the hands of the government. 

Mr. Bercovircu: That is the only way it could be done. The railway 
company could not do it themselves. 

Mr. Hunarrrorp: That has been given a great deal of consideration, and 
there has been a great deal of discussion. 

Mr. Bercovircu: It would be a question of repudiation if they adopted 
legislation. 

Mr. Donnetty: It would not be repudiation if you come along and offer 
a man his money. 
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Mr. Bercovircu: If he is willing to take it, it will not be repudiation. 
Mr. Donnetty: If you offer a man his money, it would not be repudiation. 
Mr. Bercovircy: No, but you have to have his consent. It would be 
impossible if you did not have his consent, unless you passed special legisla- 
tion, which would mean repudiation. 
The Cuarrman: They have not been ready to take their money, so far. 
Mr. BercovircH: No. 
Mr. McCutitocy: You say a great many of these are in sterling? 
Mr. Coorrr: Some is in United States, some is in sterling and some in 
Canadian; some two ways and some three ways. 
~ Mr. McCuttocu: The ones that have them in sterling are getting 5 per 
cent. They would have a much lower rate on sterling. They would be getting 
about 7 per cent for their money or 6 per cent. 
Mr. Coorrr: It is sterling security and they receive 5 pounds in sterling. 
Ross: The larger proportion is in sterling of the G.T.R.? 
_ Cooper: No, I think the larger proportion is in dollar securities. 
. Ross: In which? 
_ Cooper: Are you speaking of the one item, perpetuals? 
. Ross: Yes. 
_ Cooper: Those debenture stocks—the first five—are almost entirely 
held in Great Britain and are sterling, yes. 
Mr. Ross: Yes. That is what I thought. 
The CHarirMAN: Shall we go on to the next item, gentlemen—transactions 
during the year 1939 affecting proprietor’s equity? 
Mr. BercovircH: We passed that. 
i: The CuairMAN: Oh, yes, that is right. The next is Dominion of Canada 
—Loans. 


DOMINION OF CANADA—LOANS 
(Treated as Assets in Public Accounts of Canada) 


5931—3 


Principal Interest 
Outstanding Accrued 
at Dee. 31, 1939 1939 
34% Advances, Financing and Guarantee Act, 1938 .. $ 1,717,008 90 $ 75,035. 45 
4% Advances, Financing and Guarantee Act, 1939.. 12,203,902 98 227,053. 09 
34% Advances, Branch Line Construction Act, 1936 532/873 24 18,795 97 
34 Advances, Trans-Canada Air Lines Act, 1937 .......... 550,000 00 15,615 76 
3% Purchase of Railway Equipment (Repayable 1938-1950) 5,688,903 87 175,192 38 
Dy MOV ances) ROLUNGINE HAGUE OBB CET el ginlp ecerdiela lela Weis ue a 24,689,392 53 380,471 57 
MnteresitOm n.Gvances-rerun@ed 102 LOS9 eis hE led stearate Sate OU, 1 Te Sid, wei gte es ghee 23,500 79 
$45,382,081 52 $ 916,165 01 
INVESTMENTS IN AFFILIATED COMPANIES 
Amount Amount Owned by 
COMPANY Outstanding Can.'Nat. System Book Value 
Stocks: 
Atlantic and St. Lawrence Rail Road 
ON eTg CE Fok ACME aun AMT Mie Pee aL Baa $ 5,480,700 00 224,33 $ 176 53 
The Belt Railway Company of Chicago 3,120,000 00 240,000 00 240,000 00 
Canadian Government Merchant Marine, 
Bamrbedris 2 ¢) powers eS eae 300 00 300 00 300 00 
Central Vermont Transportation Com- 
“owe AE Ieee AW Fale VEE Archaea go 200,000 00 50,000 00 20,000 00 
Chicago & Western Indiana Railroad 
CUISINE ANG oye cmMiery: PSWik doubles SU MY ah 5,000,000 00 . 1,000,000 00 1,000,000 00 
The Detroit & Toledo Shore Line Rail- 
POOR ONTO Yb 3 fate hates pu eletee sane ee 3,000,000 00 1,500,000 00 2,142,000 00 
Detroit Terminal Railroad Company.. 2,000,000 00 1,000,000 00 1,000,000 00 
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Amount Amount Owned by 
COMPANY Outstanding Can. Nat. System Book Value 

Stocks: : 

Northern Alberta Railways Company.. 625,000 00 312,500 00 312,500 00 
The Ontario Car Ferry Company 

CLAMited yy ae aL eee 500,000 00 250,000 00 179,007 53 

Lhe Public Markets, Limited ./ 2. .. 1,150,000 00 575,000 00 575,000 00 
Railway Express Agency, Incorporated 

(AO DAR Walia een wem wee, Ihouees 1,000 shares 6 shares 600 00 

The Toronto Terminals Railway Company 500,000 00 250,000 00 250,000 00 

The Toledo Terminal Railroad Company 4,000,000 00 387,200 00 387,200 00 

Drans-CanadasAir (Lines Gen uuet. ome 3,750,000 00 3,750,000 00 3,750,000 00 

Vancouver Hotel Company Limited .. 100,600 00 50,300 00 50,300 00 


Bonds: 


Atlantic and St. Lawrence Rail Road 
Company nities ree nna leaner ans 
The Detroit & Toledo Shore Line Rail- 
road, Co. ist; Mtge.) Bonds be. SS) 
Northern Alberta Railways Co. Ist 
Mortgage (Bondew <i n en ons oe 
The Toronto Terminals Railway Co, 1st 
Mortgage Bonds .) ..°,. es 


$ 3,000,000 00 
3,000,000 00 
20,300,000 00 


$ 3,000,000 00 
587,000 00 
10,150,000 00 


25,960,000 00 12,980,000 00 


Advances: 


Chicago & Western Indiana Railroad Company . 
The Railroad Credit Corporation .. .... .. CANS ainey 
Railway Express Agency, Lncorporatediescust een ieee, 


Mr. BrercovitcuH: 
expenditure? 


Mr. Huncerrorp: Yes. 


$ 9,907,084 06 


$ 3,012,040 00 

571,615 00 
10,150,000 00 
12,980,000 00 
$26,713,655 00 


$ 1,469,467 24 
207,123 36 
87,823 62 


$ 1,764,414 22 
$38,385,153 28 


“Trans-Canada Air Lines, $3,750,000”; that is the capital 


Mr. Brrcovircu: Could you tell me if the total amount has been dispersed, 
has been used up in operating or manufacturing planes; or, 18 any amount 


available for new planes? 


Mr. Huncerrorp: Would you like to hold that question over, sir? We will 


come to Trans-Canada and its affairs a little later on. 
Mr. Bercovitcu: Certainly. 
The CuHamMan: Major Contingent Liabilities: 


Major Contingent Liabilities 
TRANS-CAaNADA Arn LINES: 


The Canadian National Railway Company owns $5,000,000 of the Capital 


Stock of the Air Lines 
$3,750,000. 


NorRTHERN ALBERTA RAILWAYS COMPANY: 


on which total call to December 31, 1939, has been 


The Canadian National Railway Company owns $3,125,000 of the Capital 
Stock of the Railways Company on which total call to date has been 10 per cent. 
Under agreement of purchase dated February 6, 1929, Canadian National 
Railway Company became liable for one-half of the purchase consideration for 
the property. This obligation was later assumed by Northern Alberta Railways 


Company which took title to the property. 


The future commitment of the 
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Canadian National Railway Company is $4,710,000. The Canadian National 
Railway Company takes up currently in its income account one-half of the 
annual deficit of Northern Alberta Railways Company. 


Tue Derroir & Totepo SHore Line Rarroap Company: 

Assumed by Grand Trunk Western Railroad Company as joint and several 
guarantor by indorsement of principal and interest of $38,000,000 First 
Mortgage 4 per cent—50 Year Gold Bonds due 1953. 


THE ToLepo TERMINAL RarILRoaD CoMPANyY: 

Assumed by Grand Trunk Western Railroad Company in respect of 
$0,800,000 First Mortgage 44 per cent—50 Year Gold Bonds due 1957. The 
guarantee is as to interest only and is several and not joint. Grand Trunk 
Western’s proportion is 9-68 per cent. 


Cuicaco & WisteRN INDIANA RAILROAD COMPANY: 

Assumed by Grand Trunk Western Railroad Company, pursuant to joint 
supplemental lease dated July 1, 1902, between Grand Trunk Western Railway 
Company and four other proprietary companies. Obligation is for repayment 
of principal of bonds at their maturity, and of interest as it falls due by way 
of annual rentals. The Grand Trunk Western’s obligation is for one-fifth of the 
bonds issued for “ common” property and the entire amount of bonds isued for 
its “exclusive” property. The bonds are Consolidated Mortgage 50 year 4 
per cent bonds due 1952 and the amounts outstanding at December 31, 1939, are: 


Issued for “common” property... °.. .. .. .-$39,973,019 39 
issuedsiors, exclusive ’-property... 72 As 252,535 36 


Assumed by Grand Trunk Western Railroad Company pursuant to joint 
supplemental lease dated March 1, 1936, between Grand Trunk Western Rail- 
road Company and other proprietary companies. Obligation is to pay as rental 
sinking fund payments sufficient to retire bonds at maturity and interest as it 
falls due. The Grand Trunk Western’s proportion is one-fifth in the absence of 
default of any of four other tenant companies. The bonds are First and 
Refunding Mortgage 44 per cent Series “ D ” Sinking Fund Bonds due 1962 and 
the amount outstanding at December 31, 1939, is $22,044,000. 


C.N.R. Pension PLANs: 

Reserves are not set up against pensions presently being paid or conditionally 
accruing under the 1935 contractual plan and prior non-contractual plans. 
Actual pension payments made at the expense of the Railway are charged cur- 
rently to operating expenses. 

Pension contracts in force under the 1935 contractual plan number 3,151, 
the average annual pension is $488, the total annual pensions being $1,538,691 
representing a capital sum of approximately $13,350,000. The portion of this 
sum contributed by retired employees is carried in the accounts as a deferred 
liability. 

Mr. Smart: The first paragraph of this section answers Mr. Bercovitch. 

Mr. BercovircH: Yes, it does. 

The CuHatrMAN: If there are no questions we will proceed to page 22. 
Schedule of Companies Comprising the Canadian National Railway System. 

Mr. Huncerrorp: I may say, for the information of the committee, that 
we have been carrying on a campaign to reduce the number of companies as 
far as we could. There are many complications in the way but we have been 
able to eliminate a certain number of companies, and that is the policy. 
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The CuatmrmMan: Do you wish to ask any questions? Fy 

Mr. Ross: In the report of 1938 the number of companies were 99, and now 
I see that there are 102 in the 1939 report; where does the reduction come in? 
There is a difference of 3, an increase rather than a reduction. 9 

Mr. Huncerrorp: There have been some of them eliminated anyway, that 
is sure. | 

The CHAIRMAN: On page 24— 

Mr. Ross: Could we have a list of the reductions? 

Mr. Cooprr: We will give you a list. 

Mr. Ross: And a list of the increases as well. 

Mr. BercovircH: While you are at it perhaps you might give us an idea 
of the Industrial Land Company. 

Mr. Cooper: That is a holding company for non-railway lands. 

Mr. BercovircH: Did you say, non-railway land? 

Mr. Cooper: Surplus lands, which were excluded from the general mortgage 
of the Grand Trunk Western, were put in this holding company and disposed _ 
of as opportunity presented ‘itself, 


Mr. BercovircH: Is it a Canadian company? a 
Mr. Coorrr: No, it is an American corporation, incorporated in the State of 
Michigan. 4 
Mr. Huncerrorp: I may say it is a wholly owned company. 4 
Mr. Bercovircu: I see. ¥ 


The CuarrmMan: Are there any other questions? i 
Mr. Bercovircu: Have any of these lands held by this company been sold i 
or disposed of? 
Mr. Cooper: I would say no; the company tried hard to get rid of some — 
of these lands—on account of taxes, obviously—but the market conditions were 
not good for the disposal of this type of property. e 
Mr. Bercovircu: You have not purchased any new lands though? 

Mr. Cooper: I would not say so, and I would not say positively not; but — 
certainly they did not amount to anything. 

The CHAIRMAN: On page 24: Statement of Revenue Tonnage by Commodi- — 
ties for Years 1939-19388: 

Mr. DonNNELLY: Would it be possible for you to figure out for us the cost 
of moving a ton mile of wheat this year as compared to what the cost was in 
1926; say, the labour used in the moving of a ton mile of wheat as compared 
to labour employed in 1926? 

Mr. Huncerrorp: That is a bit involved. 

The CHarrman: How about the whole cost? 

Mr. Armstrone: It.is a rather involved question. ae) 

Mr. Donnetiy: You see, your engines today are so much larger, and your 
steel is so much heavier. I would like to find out what the saving has been 
to the country by increasing your trainloads as to size; or what saving of 
labour there has been in that way, let .us say, as compared to the conditions — 
which obtained in 1926? . F 

Mr. BrercovircH: Why 1926? | 

Mr. DonNnELLY: I just took that because it is generally used as a base year _ 
for purposes of comparison. ; 

Mr. Brercovircnu: I see. 
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Mr. Armstronc: We can give you the increase in size of the average train, 
for example; but to turn that into dollars and cents becomes a rather complicated 
problem. 

Mr. Huncrrrorp: One has to make so many assumptions. 

Mr. Armstrong: Of course, no increase has been made in the size of trains 
operated on branch lines. We have our lighter locomotives on these lines. 
It is only on the main lines. that you get any saving due to heavier locomotives; 
and, as you say, better rails. That is only on the main lines, to take it and 
relate it to the total cost, involves quite a problem; to do that you would have 
to make a considerable number of assumptions and it would be very highly 
theoretical. 

Mr. Donnetiy: My idea is this: we have increased the size of our trains, 
we have increased the weight of steel used in rails, and we also have increases 
in wages. Has that increase in wages eaten up the advantages obtained in the 
size of our trains or in the weight of rail used? 

Mr. Armstrone: I think the only measure you can get of that is the general 
improvement of the railway as a whole. There is another factor also which 
comes in which would complicate it, and that is the increase in efficiency of 
the railway itself over that period from 1926 on. It is difficult to allocate to 
any one of these factors its value,—what effect it has on the whole situation. 

Mr. BercovitcH: You would know the cost of moving freight from one 
point to another per ton mile; you would know that, wouldn’t you? 

Mr. Armsrronc: Railway costs are rather difficult to get at when you come 
to a unit basis. For instance, you can analyse the operations of one branch 
line and ascertain whether you are making money or losing money. When 
you get into average costs you get into a very complicated problem which 
requires a considerable number of assumptions, and certainly it is altogether 
very difficult. 

Mr. BercovircH: And not likely to be accurate. 

Mr. Armsrrona: And not likely to be accurate; and very difficult except to 
compare one period to another. Would this satisfy you? We did make a 
comparison here in a very rough manner between 1939 and 1930. 

Mr. DonneE.uy: Yes, that is all right. 

Mr. Armsrronc: This is for the system as a whole. In these two years 
the traffic handled was approximately equal when measured in physical volume, 
but the revenue was less in 1939 because of the reduction in rates. In that 
period, as between 1930 and 1939, with the same volume of business—there 
was nearly $50,000,000 less in revenues—we had a reduction of only about a 
million dollars in our net revenue. What I am endeavouring to show is the 
measure of improvement between 1930 and 1989. And now, that is brought 
about by many things: heavier power, heavier rails, improved efficiency of 
operation—and improvements that have been made, capital improvements. It 
is very difficult to segregate the better performance to show how much of 1 
was due to increase in the size of cars, increase in size of rail, improvement in 
efficiency, etc. Does that help you at all? 

Mr. Donnevuy: Well, not very much. How much have your wages 
increased in these times? 


Mr. Armsrrone: Wages? 
Mr. DonnELLY: - Yes. 

Mr. Armstronc: From 1926? 
Mr. DonneELLY: From 1930. 
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Mr. Armstrone: From 1930—there would be practically no difference 
between 1930 and 1939 in the average rate of wages because the deductions 
went into effect in 1931 and continued right up until 1938, part of 1938. 

Mr. MacInnis: What would be the difference in the ageregate wages? 

Mr. Armstrone: In the ageregate wages, that is total compensation, we 
show the total pay roll of 1930 as being $161,000,000 and in 1939 the compar- 
able pay roll was $123,000,000. In other words, the physical volume of traffic 
was approximately equal (the revenue was considerably less), but the pay roll 
was reduced from $161,000,000 to $123,000,000. 

The Cuairman: There is a memorandum here showing a comparison of 
the cash deficit in 19389 as compared with 1931. There are some interesting 
figures in it. Do you wish to hear that read? 

Mr. Brercovitcu: Anything that is interesting I am sure we should have 
read, I am sure it would please the committee. 

The CHatrman: I will ask Mr. Cooper to read it. 


Hee. 
1 


Mr. Coopzr: This is a comparison of cash deficits in 1939 as compared | 


with 1931. 

“The gross revenues of the system in 1939 amounting to $203 
millions are approximately even with those of 1931 when they were $200 
millions. However, the cash deficit for 1939 was $40,095,000, as com- 
pared with $60,968, in 1931, an improvement of $20,873,000. 

“ The improvement is even greater than indicated if it is remem- 
bered we handled 2,474 million more revenue ton miles; that salary and 
time deductions in effect in 1931 amounted. to $1,877,000; that we 
doubled the provision for equipment retirements thereby adding 
$3,325,000 to our operating costs; that the pension roll increased by 
$1,741,000; and that we provided $1,114,000 for debt discount whereas 
debt discount was not provided for in the cash deficit of 1931.” 

That is to say, all of these amounts I have given are additional to the 
improvement of $20,000,000. On the other hand, to be quite frank, in the 
same period our fixed charges were reduced: to $5,600,000 due to the refunding 
at lower interest rates. 

Mr. Bercovircu: That is all very interesting. I think it is well to have 
it on the record. 


The Cuatrrman: Shall the committee rise at one o'clock? It is not quite 


one o'clock yet, but before we do rise let us decide if we are going to sit this 
afternoon again, because there is a lot of work to be gone through and it is 
desirable to finish it as soon as possible. What is the wish of the committee? 
Mr. McCuutuocu: Inasmuch as the officials of the C.N.R. are here, I do 
not think we should keep them any longer than is necessary. 
Mr. Donneuiy: I suggest we meet at 4 o'clock, 


Mr. MacInnis: I do not think I can be here, Mr. Chairman, but I do not 


object to the committee sitting. 3 
The CHAIRMAN: Then we shall meet at 4 o’clock this afternoon. 


(At 12.50 the committee adjourned to meet at 4 p.m.) 


AFTERNOON SESSION 


The Committee resumed at 4 o’clock p.m. 


The Cuatrman: Order, gentlemen. We have a quorum and we had better 
get along. I think we were considering “Revenue Tonnage by Commodities” 
on page 25. If you have fully considered that reading why we will pass on. 
Are there any questions? 
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Page 26 deals with “Details of Railway Equipment.” 

Mr. McCuttocu: On page 25 there is the question of ties. Lumber prices 
have gone up considerably but the prices of ties have remained the same. The 
railroad expects to buy these ties from the small dealers especially in Nova 
Scotia and New Brunswick at the same prices if not lower than they did two 
or three years ago. They just name the price and say you may take it or 
leave it. 

Mr. VaucHAN: All I can say to that is we are paying just as high a price 
in Nova Scotia as we are in any place in Canada for ties. I do not see how 
we can single out Nova Scotia and pay them a higher price than others. We 
seem to be able to get all the ties we need at the price we are paying. In 
one provinces we are paying considerably lower than we are paying in Nova 

cotia. , 

Mr. Bercovircu: Do you buy them in the open market? 

Mr. VaucHan: No. The way we do in connection with ties is this: we fix 
a price for ties that we think is fair in that district and we pay everybody 
in that district the same price for ties. 

Mr. McCuttocu: There are quite a number of people who get contracts for 
ties who are not in the lumber business at all and that has, I think, given rise 
to a little discontent. They buy them from the other people and make a profit 
of five cents apiece on them and they are not in the lumber trade. 

Mr. Vaucuan: I have not got any knowledge of any such people, Mr. 
McCulloch. Have you any in mind that you can give? We do aim to do 
business only with these people in the tie or lumber business. There is once in a 
while a storekeeper or someone of that kind who advances a certain amount 
to a farmer who goes out and cuts the ties off his farm, and we take these ties 
from the storekeeper. If we did not do that the farmer would not have any 
money at all. 

Mr. McCutiocu: The case I have in mind is not a storekeeper, 

Mr. Vaucuan: I have no knowledge of any such case myself. I should be 
very glad if you give it to me and I would investigate it. 

Mr. Ross: Put it on the record. 

Mr. McCvutiocu: It is a small thing but it makes for a little discontent. 

Mr. VaucHan: What we do is this. We have our local tie man down there 
investigate each applicant for a tie contract. Our instructions are very explicit. 
They are that he must not recommend anybody for a tie contract who is not 
in the tie or lumber business. 

Mr. Sanperson: You do not play any favorites? 

Mr. VaucHaANn: No. If they creep in there must be a reason for it. 

Mr. McCuttocH: This is not a case of favouritism or anything like that. 

Mr. VaucuaNn: I should like to have the name. 

Mr. Brercovircu: The price would be necessarily higher if you buy from 
these people. I do not know how the farmer would benefit. 

Mr. VAucHaAN: The farmer of course, usually along with other work cuts a 
few hardwood trees or something of that kind, and he gets supplies from the 
storekeeper, goes into the bush along with a son or two and they cut 500 or 
1,000 such ties and he turns them in to the storekeeper in payment of his debt, 
and the storekeeper comes to us and asks us to take them off his hands at the 
price. , 
The CuarirMAN: Have you any suggestions to offer, Mr. McCulloch? 

Mr. McCuutocu: No. I can understand Mr. Vaughan and it is possibly 
true that the small man gets supplies from the store. As far as the storekeeper 
is concerned in the country I think probably he is entitled to a contract. 
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Mr. VauaHan: It only happens very rarely, however, but in a very lew ig 


cases it does happen. 
Mr. Donnetuy: Do you creosote your ties? 
Mr. VaucuHan: We creosote about 2,000,000 ties a year. 
Mr. Donnetity: How much longer do you find them to last? 
Mr. VaucHan: We have more than doubled the life of the tie. 
Mr. DonneLLy: How does that compare with regard to cost? 


Mr. VaucHan: By the time you treat a tie it costs nearly double the — 


untreated tie. We get an average of eight years for a jack pine tie untreated; 
we get from eighteen to twenty years for a tie when treated. 


Mr. DonneEtuy: What about the labour? 


Mr. VauGHAN: We save the labour of putting in two or three more ties 
in the meantime. , 

Mr. BercovitcH: You do that with ties. It would be a good thing if you 
could do it with the individual. 

The CHarrman: Shall we go on to page 26, “Details of Railway 
Equipment ”? 

Mr. Donnetty: Where are your electric and gas cars running? 

The CuHatrMAN: Short branch lines? 

Mr. ArMstrone: You mean diesel electric? 

Mr. DONNELLY: Yes. 

Mr. Armstrone: That would be shown under unit cars in passenger 
equipment. 

Mr. Donnetty: You run these cars with one car behind it or two? 

Mr. Armstrong: Sometimes two. | 

Mr. Huncrrrorp: Sometimes one, sometimes two; it just depends. 
4 hia DONNELLY: How many men do you have on these cars to operate 
hem ‘ 

Mr. Huncrrrorp: That varies a little bit too. We have a man running 
the car and usually a conductor. 

Mr. DonneLLy: Have you a brakeman? 

Mr. Huncerrorp: Sometimes we have a great deal of baggage to handle; 
sometimes we have two cars and a Jot of express and baggage to handle; on a 
main line operation where you have to flag in the event of breakdown we may 
have a brakeman. 


Mr. Donnetity: Do you carry a baggage man in that case? 
Mr. Huncrrrorp: No. 
Mr. DonnELLY: No express man? 
Mr. Huncerrorp: No. | 
Mr. DonneLLy: What do you carry on main traing, six-car trains? 
Mr. Huncerrorp: That is in the passenger trains? 
Mr. DoNNELLY: “Yes. 
Mr. Huncerrorp: Two men on the engine, a conductor and a baggage 
man and probably one brakeman under the average conditions. The rules 
vary a bit on different parts of the system. 
Mr. DoNNELLY: You carry nearly as much on the small trains as on the 
big ones? 
Mr. Huncrerrorp: No, not quite as much. 
Mr. Donnetity: In the way of running them. 


Mr. Huncerrorp: Generally speaking we can operate these unit cars for 
just about half the amount of some trains performing the same service. 
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Mr. DonneLty: We have this situation: a bus running on the road 
alongside the track has no maintenance cost, no station agent, no brakeman 
and no fireman, no express men and one man does the whole thing. You are 
not competing under fair competition at all. 

Mr. Bercovircw: They do not have to build the road or maintain it. 

Mr. DonnELLY: No. 

Mr. McCuuioce: I notice under box cars you have 3,000 cars less in 1939 
than you had in 1938. I am a little interested in box cars because we manu- 
facture them down in Pictou county. I was just wondering if you were cong 
to bring these up to the strength of 1938 in the future. 

Mr. Huncrrrorp: The cars that are destroyed are almost invariably cars 
of small capacity, and the cars that we purchase are those of large capacity ; 
so that one of the new units is equivalent to more than one of the old ones, cars 
that are twenty to thirty-five years old. So that actually the number of units 
does not tell the entire story. Answering your question, it all depends on the 
traffic requirements. If the volume of traffic goes up we will need some more 
cars. 

Mr. McCuttocu: I hope the traffic goes up. 

Mr. Huncerrorp: So do I. 

Mr. SANpERSON: What percentage of box cars do you make yourselves? 
Mr. Huncerrorp: What percentage do we make ourselves? 

Mr. SANDERSON: Yes. 

Mr. Huncerrorp: We do not build any box cars at all. 

Mr. Sanperson: Since when? | 

Mr. Huncerrorp: We have not for a great many years. Possibly you 
are thinking of refrigerator cars. 

Mr. SanpEeRSON: No. 

Mr. Huncerrorp: Just box cars? 

Mr. SANDERSON: Yes. 

Mr. Hunaprrorp: The company has not built any box cars to my recol- 
lection. We do, from time to time, place a small order in certain of our shops 
for refrigerator cars or something of that kind. 

Mr. Sanperson: You just repair box cars? 

Mr. Huncerrorp: We repair them, yes; rebuild them. 

Mr. Donnetty: ‘To revert to the question I was dealing with a moment 
ago, these small gas cars, have the company at all experimented or tried some- 
thing that is a real competitor of these buses, a car or something of that kind 
operated by one man the same as the bus is operated, on the road right beside it? 

Mr. Huncerrorp: We have tried at different times a small unit, one 
particular kind that may be operated on both rail and road; generally speaking 
the result has not been very good. 

Mr. Ross: Dealing with the section having to do with locomotives, I 
wonder if I could get a word from the committee as to this new Marslight 
they are using in the States. It seems to have been a great success over there. 

Mr. Huncerrorp: I cannot answer that; I do not know what is referred to. 

Mr. Ross: It is apparently a rotating light for protecting the traffic at 
intersections. An automobile comes up and actually backs away from this 
new type of light they have on the engine. | 

Mr. Armstronc: Is it on the engine? 

Mr. Ross: Yes. It is a sort of rotating light or a Marslight. Motorists 
come up and actually think the train is off the track and coming down the 
roadway. 


34 STANDING COMMITTEE 


Mr. Huncerrorp: I am sorry; that is something that has escaped me. 

Mr. Ross: It is a safety factor, judging from the report I get from over 
there. You have no information to offer in that regard? 

Mr. Huncerrorp: No. | 

The Cuamrman: As chairman I probably should not say anything but I 
have always been concerned with this problem of building ears. The problem 
of new equipment for the railways has been brought up in this committee time 
and time again, particularly as to the amount of equipment that was built by 
the company in proportion to or the ratio that was built by your shop. I under- 
stand that less than 10 per cent of these cars are built by the company—one in 
twenty. 

Mr. Armstrone: Hardly that. ‘ 

The Cuarrman: It seems to me, judging by the shops that we have on the 
road that a much larger proportion could be built. I do not know whether it 
is feasible or economic, but certainly the men who work for the railway company 
do raise the mischief about it. I must say that because I have a lot of them 
in my district. 

Mr. Huncerrorp: The policy of the company is to make all repairs in 
their own shops and not contract repairs out. On the other hand because of 
their superior equipment and organization for the construction of new equip- 
ment we have always found it advantageous, in the main, to contract for new 
equipment outside. We could build with a certain amount of difficulty and 
lack of efficiency a certain amount of equipment, but our plants are primarily 
designed, equipped and organized to do repair work and we do that entirely 
ourselves. It is not our policy at the present time to undertake to build new 
equipment in our repair shops. One is organized for one thing and the 
other is organized for another. But there is a lot of special equip- 
ment like refrigerator cars and the occasional snow plough and things of that 
kind where we generally do the work in our own shops. 

The Cuarrman: Of course, your men claim they can build anything, 
engines, cars, refrigerator cars, coaches, anything at all. 

Mr. Huneerrorp: They might if they were given time and money enough. 

Mr. BrercovircH: We probably all could. 

The CuHatrMan: I doubt it. 


i Mr. Bercovircu: Given time and money we could ‘accomplish almost any- 
thing. 

The Cuatrman: Are there any other questions? If not, the next heading 
is statistics of rail-line operation. Are there any questions on that? Then on 
page 28, statistics of rail-line operation—the same thing. | 

Mr. Huneerrorp: That is continued. ° 

Mr. Smart: Those are the averages. 

The Cuamman: The next heading is employees and their compensation; 
then comes distribution of the dollar. 

Mr. McCutiocu: They struck it pretty even between 1938 and 1939, so far 
as labour is concerned. 

Mr. Huncerrorp: There naturally would not be very much change unless 
there happened to be a change in the wage level. : 


The Cuatrman: Are there any questions? If not, we will proceed to 
operated mileage as of December 31, 1939, on page 29. 


Mr. Huncrrrorp: That is simply a statement of the track mileage operated. 
The CHatrman: Yes. If there are no questions, we have completed the 
report of the Canadian National Railways. | 
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Mr. Hunerrrorp: Mr. Chairman, there were a number of questions asked 
this morning that could not be answered offhand, and we undertook to provide 
answers. We were not able to complete the answers during the intermission 
between the morning session and this one, but if it is agreeable to you, we will 
have them finished tonight and submit them in the morning, assuming, of course, 
that there is going to be a meeting tomorrow. If not, we will submit them at 
the first subsequent meeting of the committee. 

The CuHatrMan: I suppose we might as well discuss that subject now. Is 
it the wish of the committee to meet to-night? 

Mr. Donnetuy: There is likely to be a division of the house to-night. 

The CHaAiRMAN: We can very readily leave this meeting and go to a division. 
If the division comes after we have had an hour or so here, we can adjourn this 
committee until to-morrow. Are you satisfied to meet again to-night at. eight 
o'clock? 

Mr. McCuutocu: Subject to division in the House, I suppose. 

Mr. Bercovitcu: Let us meet to-night. 

The CuarrMan: All right. Will all those in favour of meeting to-night 
please signify? I guess we will meet to-night, then, at eight o’clock. 

Mr. Sissons: Is there any item here, Mr. Chairman, which shows the return 
the C.N.R. received, if any, from investment in the Northern Alberta Railway? 

Mr. HuNGERForRD: Yes. 

Mr. ‘Coopsr: Our share, which is 50 per cent of the net loss of the Northern 
Alberta Railway, this last year was $638,000. The C.P.R. would have an equal 
amount. 

Mr. Sissons: Are returns furnished monthly by the N.A.R.? 

Mr. Cooper: They are made monthly by that company to the Dominion 
Statistician; but I do not think they are published, except by the statistician. 

Mr. Sissons: I thought the agreement between the C.N.R. and the C.P.R. 
provided that the return should be made monthly to each one of the companies. 

Mr. Cooper: You mean that the company would make a return to the 
CoNehwe rand CP Ri? 

Mr. Sissons: Yes. 

Mr. Cooper: Yes. We get a monthly statement showing their earnings, 
expenses and all other charges. 

Mr. Sissons: And the C.N.R. take an equal part? 

Mr. Cooper: We take up one-half. 

Mr. Sissons: Do they take an equal part in the management of the road? 
Mr. Coopsr: It is joint. 

Mr. Sissons: There seems to be an impression there that the C.P.R. is the 
dominant partner and the C.N.R. is really a sleeping partner. I want to get 
away from the impression. The C.P.R. come into that area talking as if the 
N.A.R. was the property of the C.P.R. rather than the joint property of the 
two roads. I should like to see the C.N.R. take a more aggressive public attitude 
towards that. 

Mr. Huncerrorp: The situation there is that there is an equal number 
of representatives on the board of directors. The presidency alternates year 
about. I think perhaps the reason that this impression which you speak of has 
got abroad is that the present general manager of the Northern Alberta Rail- 
ways was a former C.P.R. employee. But against that we have certain 
employees in official capacities on the road. I do not know exactly what you 
refer to as to the public impression; but, as a matter of fact, the administration 
of the property is equal and joint. 
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Mr. Sissons: I just wish to be satisfied on this point. In the agreement — 
between the C.N.R. and the C.P.R. dated January 29, 1929, the last clause 
provided to this effect: 

“The parties agree to co-operate with fairness and candor towards 
each other, and to give effect to this agreement in the most liberal and 
reasonable manner to the intent that each of them shall receive its full and 
equal share of the benefits of the joint undertaking.” 


That rather looks as if each party was suspicious of the other when that 
clause was inserted. But what I wish to be satisfied of is this. Is the C.N.R. 
satisfied that it is receiving a fair deal and that that clause is being carried in the 
operation of the Northern Alberta Railway? 

Mr. Huncrerrorp: Yes, I would think go. 

Mr. Sissons: That is all I want. 

Mr. Donnetiy: Looking at page 28, it says “ ton-miles—revenue freight,” 
referring to the $17 million. I wonder if it would be possible to get the wage cost 
per unit of work done. I understand that it is customary to take the ton-mile as 
the unit of work, as you understand it, in railroading. Is that not right? 

Mr. Armstrona: That is for freight traffic. 

Mr. Donnetuiy: Yes; and the passenger rate you estimate at what—four or 
five? a passenger-mile would be equal to about four or five ton-miles, would 
it not? 

Mr. Armstrone: That is a very arbitrary formula. They have used the 
basis of one passenger-mile equal to three ton-miles, sometimes four. Various 
authorities have different opinions. Three, I think, has probably been used 
more. As I say that is a very arbitrary figure. 

Mr. Donneuuy: Estimating it even at four, would it be possible for you 
to give us the wage cost per unit of work done in 1913, 1926 and 1932, in the 
low of the depression, and then this year, 1939. 

Mr. Armstrong: For what it is worth, we can give it arithmetically. 

Mr. Donneuiy: That is what I want. 

Mr. Armstrong: As to whether you can draw any conclusion from it, I 
certainly would not like to say that you could. 

Mr. Donnetty: I would like you to give us that. 

Mr. Armstrrone: We can have it done arithmetically. 

Mr. Donne tty: All right. 

The CHatrMAN: Are you through with that report? If so, we will go on 
to tke auditor’s report—report and accounts, Canadian National Railway 
System year ending 31st December, 1939. Do you want this read as we did 
before? 

Mr. DonnELLY: You mean the auditor’s report? — 

The CHairMAN: Yes, the letter in the beginning of the report; the preamble, 
if you will. 

Mr. Hunecerrorp: It is rather important. 

The Carman: I think probably we ought to have it, because we do not 
want to slight this business. 

Mr. Donne uy: It is not a very long report. 

Mr. Huncerrorp: Would you like Mr. Armstrong to read it? 

The CHarrMAN: Yes, please. 

Mr. Hansetu: I do not think we have that. 

Mr. Bercovircu: I have not got it. 

oe Smart: It was sent out to each member of the House with the annual 
report. 


RAILWAYS AND SHIPPING 37 


Mr. Huncerrorp: May I bring Mr. Matthews of Touche & Company up 
to the front, Mr. Chairman? 


The CHairMAN: Yes, certainly. Do you want him to read his own report? 

Mr. Huncerrorp: Mr. Matthews, will you come up to the front, please? 
May I introduce him, Mr. Chairman? 

The CHAIRMAN: Yes. 


Mr. Huncerrorp: Mr. Chairman and gentlemen, this is Mr. Matthews, of 
George A. Touche & Company, the auditors of the Canadian National Railway 
System; and inasmuch as it is his report, with the consent of the chairman, I am 
going to ask him to read his own report to you; and I think he will be in 
a position to answer any questions arising therefrom. 

Mr. Matrruews (reads) : 


THE HONOURABLE THE MINISTER OF TRANSPORT, 
Ottawa, Canada. 


Srr,—In pursuance of Sections 13 and 15 of The Canadian National- 
Canadian Pacific Act, 1936, and Chapter 2, 1939, ‘““An Act respecting the appoint- 
ment of Auditors for National Railways,’ we have audited the accounts of the 
Canadian National Railway System for the year ended 31st December, 1939, 
and we now submit, through you, our report to Parhament. 


We attach hereto the following financial statements of the National System: 


Exhibit I—Consolidated Balance Sheet at 31st December, 1939—together with 
audit certificate. 


Exhibit II—Dominion Government—Proprietor’s Equity at 31st December, 
1939. 


Exhibit I1]—Consolidated Profit and Loss Account—Year 1939. 
Exhibit I1V—Consolidated Income Account—Year 1939. 
Exhibit V—Investments in Affiliated Companies at 3lst December, 1939. 


Exhibit VI—Major Contingent Liabilities, including Pension Plans, at 31st 
December, 1939. 


CONSOLIDATED BALANCE SHEET 


Investments in Properties and Equipment appearing in the books of the 
companies as at the Ist January, 1923, were accepted by us. As against the 
corporate property investments brought into the National System accounts in 
1923, there have been applied the reductions as authorized by The Canadian 
National Railways Capital Revision Act, 1937. Since Ist January, 1923, the 
property additions and betterments less retirements have been shown at cost. 
The property additions from that date include construction expenditures on 
certain Branch Lines, the completion of which has been suspended for some years. 

Investments in Affiliated Companies, as set out in Exhibit V, are represented 
in the main, apart from the Trans-Canada Air Lines, by a 50 per cent or less 
capital stock ownership. The basis of the Balance Sheet figure is cost, or in 
certain instances special valuations approved by the Interstate Commerce Com- 
mission some years ago. The accounting regulations of the Commission, effective 
up to 31st December, 1939, do not require annual revaluation of Investments in 
Affiliated Companies on the basis of change in the earnings or financial position 
of the affiliates. It should be noted, however, that the Commission has issued . 
an amending regulation in respect of security valuations, effective as of Ist 
January, 1940, which is more restrictive in scope than that previously in force. 

The accounts of the National System are stated in Canadian currency— 
Sterling and United States currencies being converted at the par of exchange. 

Major Contingent Liabilities, including Pension Plans, are dealth with in 
Exhibit VI. In respect of Pension Plans, we would make reference to the fact 
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that reserves are not set up in the Balance Sheet against pensions presently being 
paid or conditionally accruing under the 1935 Contractual Plan and prior Non- 
Contractual Plans. Actual pension payments made at the expense of the railway 
are charged currently to Operating Expenses. In respect of the Pension Con- 
tracts already issued and in force under the 1935 Contractual Plan the railway 
has made a tentative estimate, which has been accepted by us, showing a capital 
amount approximating $13,350,000. This capital estimate does not cover the 
pensions conditionally accruing under the 1935 Contractual Plan because their 
future payment is contingent upon the general trend of future railroad employ- 
ment. 


CONSOLIDATED ProFrir anp Loss AccouNT 

Depreciation Accounting is applied to Equipment owned by the United 
States Lines. Retirement Accounting is applied on the basis of original cost to 
Equipment owned by Canadian Lines and to Fixed Properties in both United 
States and Canada. In our report to Parliament dated 22nd March, 1935, we 
recommended, conditionally, the adoption of depreciation accounting for Equip- 
ment owned by Canadian Lines on the general basis of the Interstate Commerce 
Commission Depreciation Order No. 15,100 which became effective, in respect 
of Equipment only, on United States Railroads from Ist January, 1935. The 
conditional feature of the 1935 depreciation recommendation was the concurrent 
establishment of uniform accounting regulations, of a mandatory character, 
applicable to all Canadian railways under the statutory authority of the 
Dominion. 

In view of the altered situation as a result of the war, particularly in respect 
of equipment retirements, we now unconditionally recommend the adoption of 


depreciation accounting for Equipment owned by Canadian Lines. During the > 


year 1939 the National System conducted detailed depreciation studies—in 
which we collaborated—and prepared supporting data which would be of con- 
siderable value if the recommendation for such depreciation accounting were 
adopted. 

We would again recommend the establishment at an early date of uniform 
accounting regulations, of a mandatory character, applicable to all Canadian 
railways under the statutory authority of the Dominion. 

In respect of current maintenance policy we have received certificates from 
the President to the effect that the Properties and Equipment of the National 
System have been maintained in a proper state of repair and in an efficient 
operating condition during the year 1939. 


GENERAL ScopE or AUDIT 
The general scope of the test audit which we have made of the National 
System for 1939 may be outlined briefly as follows:— 


(a) Examination of major expenditure authorities which were based mainly 
upon recorded Resolutions of the Directors. These major expenditure 
authorities in turn have been established mainly by Corporate By-Laws 
of the Canadian National Railway Company, Statutory and Financing 
Acts of Parliament and Orders in Council; 

Audit tests in the offices of Regions, Separately Operated Properties 
and System Headquarters, covering a cross-section of the major 
expenditures so authorized; ° 

(c) Examination into the adequacy of the internal audit control in general 
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by the accounting staff of the System. In this connection we work in 


collaboration with the executive accounting officers at Headquarters 
having as a mutual objective the securing of maximum internal protec- 
tion to the System in the control of Cash Receipts and Expenditures, 
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Securities Held, Material Stores, Accounts Receivable, ete. There is 
the further objective of bringing about, in due course, a simpler 
corporate accounting set-up within the System as one of the purposes 
of the Capital Revision Act, and 

(d) Audit and certification of the Consolidated Balance Sheet, Income and 
Profit and Loss Accounts for presentation to Parliament, which body is 
thus placed in possession of facts upon which conclusions can be reached 
as to the stewardship of the duly appointed administrators of the 
System. 


The audit covered the various Balance Sheet accounting units with Income 
and Profit and Loss Accounts originating in the Revenue Offices, Regions, 
Separately Operated Properties and System Headquarters applicable to some 
101 companies comprising the National System as an operating entity. 


The principal points at which our audit work was carried out were:— 


In Canada—Halifax, Moncton, Montreal, Ottawa, Toronto, Winnipeg and 
: Vancouver. In addition, audit tests were made at other points 
according to special conditions and requirements. 


In U.S.A.—St. Albans, Cleveland, Detroit, Chicago and Duluth. 
In Europe—London and Paris. 


A copy of our Memorandum to the Board of Directors dealing with inactive 
properties, advance equipment retirements and other internal matters will be 
despatched to the Minister of Transport in due course. 

We report to Parliament that the National System accounts have been 
maintained, during the year 1939, in an efficient manner and in general accord- 
ance with the present rules and regulations prescribed for steam railroads in 
Canada and those of the Interstate Commerce Commission for lines operated 
in the United States. 


TRANS-Canapa Air LINES 

The Trans-Canada Air Lines have not been included as a constituent unit 
of the National System although 100 per cent stock ownership of the Air Lines 
is vested in the Canadian National Railway Company. A separate Balance 
Sheet and Income Account have been certified by us at 31st December, 1939. 
CANADIAN NATIONAL (West INpIES) SreamMsuHIps, LIMITED 

The accounts of the Canadian National (West Indies) Steamships, Limited, 
and subsidiary companies are not consolidated with those of the National System, 
the 100 per cent stock ownership of the parent company being vested in the 
Dominion. A separate Consolidated Balance Sheet together with Consolidated 
‘Income and Profit and Loss Accounts have been certified by us at 31st December, 
1939. 

The Self-Insurance Reserve as shown on the Consolidated Balance Sheet 
does not include any provision for war risks. 


In respect of both the Trans-Canada Air Lines and the Canadian National 
(West Indies) Steamships, Limited, the test audit which we have made for 
1939 is similar in scope to that of the National System and may be outlined 
briefly as follows:— 

(a) Examination of major expenditure authorities embracing mainly the 

recorded Resolutions of the Directors, Corporate By-Laws, Statutory 
and Financing Acts of Parliament and Orders-in-Council; 
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(b) Audit tests covering a cross-section of the major expenditures so 
authorized ; Hoy 

(c) Examination into the adequacy of the internal audit control in general 
by the accounting staffs of the companies covering Cash Receipts and 
Expenditures, Securities Held, Material Stores, Accounts Receivable, 
etc., and 

(d) Audit and certification of the Balance Sheets, Income and Profit and 
Loss ‘Accounts for presentation to Parliament. 


Yours: faithfully, 
GEORGE A. TOUCHE & CO. 


The Cuatrman: Are there any questions; do you wish to make any enquiry 
or interrogation so far? 

Mr. BercovircH: Do I understand that there has not been any deprecia- 
tion accounting practised in connection with the Canadian National Railways? 

Mr. Matruews: The policy of the Canadian line since 1923 has been 
retirement accounting; that is to say, charging to operating expenses all the 
capital value of equipment less salvage as and when retired. On United States 
lines, of course, due to the fact that they operate under the mandatory instruc- 
tions of the I.C.C., they have been obliged to charge depreciation on their 
equipment; that is, their rolling stock. 

Of course, this subject of depreciation has been one of considerable study 
over the years in these committees, and the situation has reached a point where 
starting with 1935 when the Inter-State Commerce Commission finally made 
depreciation obligatory at more or less standard rates—that is to say, rates 
that have to be approved by the 1.C.C._—we felt that the time had arrived for 
the adoption by the Canadian National on Canadian lines of that type of 
accounting. Now, there has been a great deal of misunderstanding in past 
years in respect to Canadian National accounts of this class, both inside and 
outside of Canada. There have been articles in New York papers in years 


gone by that held the Canadian National up as a horrible example as to what 


its result would have been had depreciation been accrued on the usual com- 
mercial basis. Unfortunately, a good number of these people have very little 


if any knowledge as to the actual working of the accounts of the National — 


railways in respect to its retirement policy. The fact that depreciation as a 
basis of accounting was not adopted up to the end of 1939 does not mean for a 
moment that the accounts themselves should not give a reasonably fair 
presentation of operating results. Of course, in the first place, each year the 
accounts fairly set out that retirement was the basis, not depreciation. But 
under depreciation accounting the life of the property is spread over a definite 
number of years based upon the estimated service life, whereas under the 
retirement accounting basis the charge has to be absorbed at the time the 
property is retired; and if retirement accounting had been properly administered 
in past years on United States railroads the chances are that the rather drastic 
order 15,100 might never have been drawn; because, the fact of the. matter 
was that the retirement policy left open to the managements of the different 
roads opportunity to retire as and when they saw fit, and in a good many 


cases according to the operating results of that year. But depreciation account- f 


ing spreads it out definitely over a given life. 
Now, it might be interesting to observe at this time that depreciation 


accounting when adopted, and it has been adopted by the board for 1940, will — 


mean that the difference between the old retirement basis and depreciation 


basis for Canadian lines’ equipment will be a very small amount; and the 4 
effect 1s that it sets the accounts of the National railways, so far as rolling — 
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stock is concerned, on a definite depreciation basis comparable in the main 
with the class 1 railroads in the United States. 

Now you ask, what about fixed properties? Well, in 1928 the Interstate 
Commerce Commission set about to make mandatory the application of depre- 
ciation on fixed properties of railroads, but they found that was quite im- 
practicable and ultimately rescinded that mandatory order and left it optional 
with the carriers. So today it can be said that with the adoption by the 
directors of the depreciation policy from the first of January, 1940, the National 
railways in a general way will be on all fours with the class 1 railroads of the 
United States. : 

Mr. Bercovircu: What is the system used by the C.P'R.? 

Mr. Marruews: Up to this time, so far as we know, it has been retirement 
accounting. I do not know, of course, what the policy is for 1940, but Sir 
_ Edward Beatty, in his address to the shareholders, gave some indication that 
they were thinking of establishing some sort of reserve. I have no means of 
knowing whether it is the depreciation basis or not. 

But the depreciation basis recommended in this report and adopted by the 
railway is based upon a study of the service lives of the different units of 
equipment. The important thing for this committee to bear in mind, I think, 
is that the jump from the so-called retirement accounting to the depreciation 
basis makes very little difference in the absorbed charge in the operating 
expenses for the year 1940. 

Mr. BercovircH: Would it make any difference in the picture of the 
Canadian National Railways? 

Mr. Marruews: No. It makes very little difference in the net result for 
1940. There would be very little difference if you continued the present retire- 
ment charges because under retirement accounting, as I say, everything has to be 
absorbed by operating expenses. Under the depreciation basis, the rehabilitation 
and modernizing of units of equipment are charges to reserve because of their 
renewal of life; whereas that now will become a proper charge to the reserve 
depreciation. So that by and large the charge to operating expense in 1940 will 
be very little different from what it would have been had retirement accounting 
been continued. 

Is there any other question? 

Mr. Smart: Mr. Matthews, this is what Mr. Beatty said. 

Mr. Marruews: This is an extract from an address of Sir Edward Beatty 
given at the annual meeting May 1, 1940: 

“Tt has now become apparent that the amount of the charges for 
the retirement of such rolling stock as will be available for dismantling 
in 1940 will be less than last year. It is proposed, therefore, to supple- 
ment the retirement charges with an appropriation to rolling stock reserve. 
It is anticipated that the total charges for the year will be about equal 
to full depreciation requirements.” 

That is the only information we have as to the Canadian Pacific Railway. 

Mr. Huncerrorp: Mr. Chairman, I should like to confirm what has just 
been said. The statement made by Mr. Matthews that the Canadian National 
has adopted depreciation accounting for equipment is correct. It was adopted 
effective as of January 1, 1940, and will be in effect in the accounts for this year. 

The CHairMAN: Shall we have any other items read, or shall we proceed 
with the last report under the headings? 

Mr. Brack: What is considered to be the life of a freight car? A freight 
car built how many years ago would be considered as obsolete today? 

Mr. Coorrer: Thirty-four years. . 

Mr. Back: Will a recently constructed car have a life of thirty-four years? 
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Mr. Coorrr: Yes; it would probably exceed that. As a matter of fact, the 
modern car can be continued almost indefinitely; you can renew different parts 
of it. From time to time you can put on new trucks, new tops, new brakes, 
and, so long as the car is suitable for the traffic, the type of car does not become 
obsolete. By renewing parts I think you can renew a car and keep it in service 
indefinitely. 


Mr, Buack: How does that work out with respect to recently constructed 
locomotives? 


Mr. Cooper: We assume a thirty-five year life for locomotives. In figuring 
depreciation charges, we have assumed for some locomotives a life of thirty-five 
years. For a diesel locomotive it is twenty-five years. 


Mr. Brack: Its life is a great deal longer than the life of an automobile? 
Mr. Cooper: Oh, naturally. 
Mr. BercovircH: What is the average cost per car for maintenance? 


Mr. Cooper: Maintenance costs for freight equipment last year were $10,- 
857,000. The number of freight cars was 88,000. 


Mr. Huncprrorp: There is really no definite life for a piece of equipment. 
I have personally seen a locomotive in service that was one hundred years old. 
Units of equipment are generally retired because of obsolescence and owing to 
changed conditions, are no longer suitable for the purpose or economical to 
cperate, and they are retired on that account. But you understand that a ear or 
a locomotive is taken into the repair shops periodically and put through a 
general repair. When they come out they are substantially new; every part 
that is defective has been replaced, and, to all intents and purposes, the machine 
is as good as when it was built new. That process goes on year after year, so it 
is quite conceivable that at the end of thirty-five or forty years there is prac- 
tically nothing of the original unit left; all of the parts have been replaced at the 
expense of operating expenses. 


Mr. BurcovircH: What does it cost per car to send those cars to the repair 
shop? 


Mr. Cooper: The average maintenance cost in 1939 was $150 per car. We 
can spend up to $1,000 on a particular unit. We did spend $1,000 on many units 
of equipment last year, but the average cost is $150. 


Mr. Bercovircu: And the average cost per car new is how much? 
Mr. Cooper: About $3,600. 


Mr. Vaucuan: It would depend on the type of car. The figure of $3,600 is 
about right for a modern steel box-car. 


Mr. McCuttocu: Or about 5 per cent a year on an average. 
Mr. VAuGHAN: Yes: 


The CuatrMan: If you have finished with that point, Mr, Matthews would 
like to make a further statement. 

Mr. Marruews: In considering service lives as a basis for normal deprecia- 
tion I assume we all understand that the overhead element of obsolescence in 


these days of change is something which is impossible to foresee. I recall now | 


that after the collapse of railway revenue, after 1929, the United States railways 


which had been on a depreciation basis for equipment found it necessary to. 


charge to their surplus or capital accounts several hundred millions of dollars for 
retirement of equipment. Even though they had been on a depreciation basis, 
because of the precipitate change and the falling off in revenues, they found it. 
cheaper to retire their equipment. 
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Mr. BERCOVITCH: Yes, but would not the income tax be a factor in the 
ok oa accounting as far as they are concerned? You are not in that position 
at all. 

Mr. Marruews: They would have to settle that, of course, but 1 want to 
make clear to the committee that in any estimate of service life and in any 
estimate of depreciation the element of obsolescence in these days of rapid economl 
change is one that has to be taken into account as a potential capital loss at some 
future time. 


Mr. Ross: On page 3 you state: 
A copy of our memorandum to the board of directors dealing with 
inactive properties, advance. equipment retirements and other internal 
matters will be despatched to the Minister of Transport in due course. 
Is that now in his hands? 
Mr. Marruews: Oh yes; the date of this is last March. 
The CuarrMan: On page 5 is the consolidated balance sheet at 31st Decem- 
ber, 1939. Do you want to go into that or shall we pass it by? 
Mr. Brercovitcu: Yes. 


Mr. Marruews: They are just confirmatory statements. These are the 
ones that we certify out of the annual account presented. 


_. The CHAIRMAN: At that rate, gentlemen unless you have some further 
questions to ask Mr.:Matthews, we have completed that report. 


Mr. Lockuarr: In connection with the operation of hotels, could we have 
itemized, first, the number of hotels in operation and any capital expenditures 
that are made on each with the gross earnings and operating expenses charge 
against each showing the net revenue from each hotel? 

Mr. Armstronc: That was asked for this morning. ' 

Mr. Lockuart: I am sorry I was not here. Is that being supplied? 

Mr. Armsrrone: We are supplying that. You mentioned the investement 
too, did you? 

Mr. Locxuart: I am sorry I could not get here this morning; I had another 
meeting to attend. 

Mr. Buackx: Where does that statement appear? Does that appear in the 
consolidated balance sheet? 

Mr. Anmstrona: It appears on page 13, sir, of the Canadian National annual 
report. 

Mr. Locxuart: That includes salaries being paid? 

Mr. Armstrona: It includes everything charged to hotel operation. We 
were to furnish that for each individual hotel; that is, we were to furnish a 
breakdown of those figures by hotels. 


Mr. Cooper: That was furnished. 
Mr. Armstronc: I find it has been handed to the reporters. 
- Mr. Biack: Where does the depreciation on hotels enter in? 
Mr. Cooper: We do not include depreciation on fixed properties. 
Mr. Brack: What about furnishings and equipment? 
Mr. Cooper: The cost of renewing them and keeping them in first class 
order is an operating expense. 
Mr. DonneLLy: You will give the capital invested in each hotel at the 
same time? 
Mr. Coorrr: We will add that. 
5931—44 
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The CHAIRMAN: We shall now deal with the annual report of The Cana- 
dian National Railways Securities Trust. Will you read this Mr. Cooper? 


Mr. Cooper: 
“Ottawa, March 20, 1940. 


“The Honourable C. D. Hows, 

Minister of Transport, 

Ottawa. 

Sir,—In conformity with section 23 of The Canadian National Rail- 
ways Capital Revision Act, 1937, the trustees submit the following report 
of the transactions of The Canadian National Railways Securities Trust 
for the calendar year 1939. 

“The initial stated value of the capital stock of the Securities Trust 
has been further reduced ‘by $2,600,442.11 during the year due to capital 
losses from certain duly authorized line abandonments made by the rail- 
way during 1939 in respect of which His Majesty has not made cash 
reimbursement to the railway. 

The line abandonments in question were:— 


Miles $ 
Middle 8/D—Bridgetown to Granville Centre. 7-63 90,957 48 
C.V. Ry—wWilliamstown Branch... .. .. .. 3°87 120,006 25 


L’Orignal S/D—Hawkesbury to Hurdman. ..55:28 1,802,378 89 
North Lake 8/D—Twin City to Mackies.. ..33-66 587,104 49 


$2,600,442 11 
No other business was transacted during the year. 
The trustees present herewith the balance sheet of the Securities 
Trust as at December 31, 1939. 


For the Trustees, 
W. C. CLARK, 
Chairman.” 


Mr. BercovircH: Would you mind explaining in a few words just what is 
meant by The Canadian National Railways Securities Trust? I must confess 
my ignorance, because I should know it. It would enlighten me very much, 
indeed, if you ‘would briefly tell me what it is. 

Mr. Cooper: It is a company established under the Canadian National 
Capital Revision Act of 1937. “To it were transferred the securities of the 
national railways, consisting of certain capital stocks, loans, advances, and 
unpaid interest which prior to that date had been held by the government of 
Canada directly against the national railways; and the securities trust was 
formed as a holding company in order to facilitate the revision of the capital 
structure of the Canadian National Railways. Instead of the obligations being 
directly from the railway and its various subsidiaries to the government it is now 
to the securities trust, the entire capital of which is held by the Dominion. It 
Was an instrument for the simplification of the capital structure of the Canadian 
National Railways. 

Mr. Bercovircu: Thank you very much. 

Mr. Buack: The actual capital was actual capital put up to start this trust 
organization? 

Mr. Cooper: No, there is no cash involved in the new capital set-up. The 
securities trust issued its capital stock in consideration of the acquisition by it 
from the government of the securities and advances previously held by the 
government. 

Mr. Smart: It is a piece of machinery. 
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Mr. Hanseuu: It is not really a company. 

Mr. Coorvrr: No, more a trusteeship. 

Mr. Hansevi: A joint parliamentary committee would be the proper term. 

Mr. Smarr: It was created under the Canadian National Revision Act, 
Capital Revision Act. 

The CHamrman: Are there any further questions there? We now come to 
this balance sheet. Does it correspond with the other balance sheets? 

Mr. Smarr: It corresponds with the one that is shown on page 12, Dominion 
Government—Proprietor’s Equity, under the profit and loss account. 

Mr. Hanson: Has anything been done to reduce some of these demand 
notes which carry 6 per cent interest? Has anything been done this year? 

Mr. Coorer: No; there was no change during the year in the holding of 
the trust so far as these demand notes are concerned. The notes still carry 
interest at 6 per cent although collection of interest, of course, is an: impossi- 
bility and the accruing of interest was suspended by authority of the trustees. 

Mr. Hanson: Are these demand notes held by individuals or by the govern- 
ment? 

Mr. Coover: Held by the securities trust against the railway. 

Mr. Hanson: I mean the outstanding individuals. Are these notes held 
by individuals or corporations? 

Mr. Cooper: The securities trust holds the’ demand notes against the 
railway company. 

Mr. Hanson: It seems quite a bit of interest to be paying. 

Mr. Smart: It is not paid. 

Mr. Hanson: It is set out here; it is a government security. 

Mr. Smarr: It was accruing previously all the time. Now they have wiped 
it off by putting it here. There is no actual interest paid. 

Mr. DonneELLY: What is meant by “cremation” certificates? 

Mr. Cooper: When securities are destroyed the trustees under the deed of 
trust generally require production of a cremation certificate, that is evidence of 
cremation, certified by responsible officers of the company and the trustees. 

Mr. Bercovircu: Proof that it is legally dead. 

Mr. Hanson: We have this 6 per cent piling up? 

Mr. Smart: No; we do not pile it up any more. That ‘is just, it. . The 
railway company does not pile it up. 

Mr. Hanson: You did until 1937. 

Mr. Smart: That was wiped off by the creation of this company. 

Mr. Hanson: You did. 

Mr. Ross: What is the amount of the initial set-up value of the capital 
stock? 
Mr. Cooper: Five million shares issued. The original set-up value was 
$270,037,000. This has been reduced to the end of 1939 to $264,000,000. 

The CuatrMAn: Are there any other questions in connection with this 
balance sheet? 

Mr. Hanson: What is the average interest paid, Mr. Chairman, on securi- 
ties ae: really are interest bearing? What is the average we are paying this 
year! 

Mr. Cooper: A fraction under 4 per cent. 

Mr. Hanson: Four per cent? 

Mr. Cooper: A. very -slight fraction under 4 per cent; practically 4 per 
cent. 
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The CuairMan: We now come to the annual report of the Canadian 


_ National West Indies Steamship Limited. Who is going to read this report? 


& 


Mr. Huncerrorp: I think Mr. Armstrong may read it. Mr. Vaughan will 
be prepared to answer questions. ; 


Mr. ARMSTRONG: 
ANNUAL REPORT 
Monrtreat, 19th March, 1940. 
THE HonouraB.e C. D. Howse, 
Minister of Transport, 
Ottawa. 
SIR, 

On behalf of the Directors, I beg to submit the Annual Report of Cana- 
dian National (West Indies) Steamships, Limited, for the year ended 31st 
December, 1939. | 

Notwithstanding the unfavourable conditions prevailing in the last four 
months of the year, brought about by the declaration of war, it is gratifying to 
be able to report a surplus after making provision for bond interest. 

The comparative operating results were as follows: 


1939 1938 Decrease Per Cent 
Operating . 
Revenues.) 4.0 00 $4,642 306098 $4,915,355.40 $273,049.12 5.56 
Operating 
Expenses. /., 25... . 4,018,446°85 > 4.169.115.6383 " 150.668. 78 3.61 
Operating 
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Operating revenues decreased $273,049 during the year. Freight revenue 
decreased $4,645; passenger revenue decreased $215,043; and miscellaneous 
revenue decreased $53,361. Freight revenue was only slightly less than in 1938, 
although there were five fewer completed voyages. There was an increase in 
export tonnage, but a larger decrease in import tonnage, including a decrease 
of 250,979 stems: of bananas. Passenger revenue was adversely affected by the 
war. Miscellaneous revenue decreased as no charter was secured in 1939 for 
the ss. Cornwallis. | 

Operating expenses were reduced by $150,669, largely as a result of the 
fewer number of voyages completed during the year. The crews are being paid 
a war bonus and in other respects the cost of operating under war conditions 
has been increased. 


After payment of bond interest, but before depreciation and interest on 


Government advances, there was available $153,859.43, which will be paid to 


the Government as interest on advances. The corresponding figure in 1938 was 
$276,239.77. 


The vessels of the fleet were operated during the year without serious . 


casualty and have been maintained in a high state of efficiency. 


The Directors take this opportunity of expressing their appreciation of the 
continued loyal and efficient services rendered by the company’s officers and 
employees, particularly under the stress of war time conditions. 


For the Directors, 


L.. J. HUNGERFORD, 
President. 
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Mr. Locxuart: Could we have some information on the war bonus being 
paid these men? 

Mr. Vaucuan: They are paid 25 per cent on their wages. 

Mr. Hanson: The steamships on the Pacific coast belonging to the com- 
pany, are they in a separate report? 

Mr. Armstronc: They are included in the annual report of the Canadian 
National Railway system. 

Mr. Buacx: Has there been an increase in freight charges applicable to 
this war bonus? When did it become effective? 

Mr. Coorrer: September 10. 

Mr. Buack: Was there an offsetting increase in freight charges? 

Mr. VaueHan: Yes; there was an increase in the freight charges approxi- 
mately 25 per cent at the same time. 

Mr. Hanson: I am sorry I could not be here this morning. I should like 
to have some information with regard to the steamships that were sold on the 
Pacific coast, the Prince Charles and the Prince John. To whom were they sold 
and how much was received for them? 

Mr. Huncerrorp: I will answer that. 

Mr. Hanson: Also if the crews on these steamships were taken care of or 
provided for in the transfer. 

Mr. Huncsrrorp: The Prince Charles and the Prince John were engaged 
in the Vancouver-Queen Charlotte service, as you know. That was a highly 
unprofitable service. We were losing a lot of money, notwithstanding the sub- 
sidy. They were eventually sold to the Union Steamship Company who are 
eoing to make their own arrangements with the government with regard to the 
maintenance of the service, whatever it may be. As far as the crews are con- 
cerned, that is in the process of adjustment now. Some of them are exercising 
their seniority and going over on the Prince Rupert and the Prince George 
service, Others are going to the Union Steamship Company and there may be 
a residue left. However, we do not know. The matter is being dealt with in 
detail by the local officers at Vancouver at the present time. 

Mr. Hanson: In other words they maintain their seniority. 

Mr. Huncerrorp: They can exercise their seniority in so far as our service is 
concerned. The Union Steamship Company have agreed to take over as many 
of them as wanted to go and are prepared to take service with them. 

Mr. Hanson: Is it permissable to have the price paid? 

Mr. Huncerrorp: The price paid for the two ships was $80,000. 

Mr. Hanson: Each? 

Mr. Huncerrorp: No, the two. 

Mr. Hanson: For the two. 

Mr. Huncerrorp: For the two of them. We had them surveyed carefully 
before and explored other markets. We could not find we could get any more 
money or as much from any other source. We had been losing somewhere in the 
neighbourhood of $40,000 a year on that. service. 7 

Mr. Buack: What did these boats cost? 

Mr. Huncrrrorp: They cost rather a large sum years ago. Perhaps we 
can find the figures here. 

Mr. Smart: How old are these things? 

Mr. Hunaerrorp: One was built in 1907 and the other one in 1910. 

Mr. Coorer: The Prince Charles cost $287,000 and the Prince John $148,000. 


48 STANDING COMMITTEE 


Mr. Armstrone: The Prince Charles was built in 1907 and the Prince 
John in 1910. 

Mr. Buacx: How many other boats were disposed of during 1939? 

Mr. Huncerrorp: We have sold to the government the Prince Robert and 
the Prince David for war purposes. 

Mr. Buacx: The steamship company sold them? 

Mr. Huneerrorp: As a matter of fact the government practically expro- 
priated them, just took the vessels. 

Mr. Ross: I see the capital loss on the Prince H enry was about $1,000,000. 
Have you any information on that as well? 

Mr. Hungerrorp: The Prince Henry was sold in 1938 to the Clark Steam- 
ship Company. That company operated in the Gulf of St. Lawrence generally 
and they sometimes provided cruise service to the West Indies. 

Mr. Ross: She was on the Pacific run, on the Pacific side? 

Mr. ArmMstrona: She was built for the Pacific Coast. 

Mr. Smart: She was not used there. She was on the St. Lawrence operated 
by the Clarke Steamship Company of Quebec. They bought her. 

Mr. Huncrrrorp: The three vessels were alike—that is, the Henry, Robert 
and David. They were all built at one time, back about 1930, for Pacific 
coast service. Generally speaking, they were not suitable for the kind of service 
that was contemplated at the time, and there has been very substantial loss 
in connection with them. 

Mr. Ross: What was the original cost of the Prince H enry? 

Mr. Huncerrorp: Roughly speaking, about $2,160,000. 

Mr. Buacx: Where do you find the inventory making up those figures on 
page six, investment, as of 31st December, 1938, $10,969,000. 

Mr. Armstrong: You are speaking now of the Canadian National West 
Indies Steamships? 

Mr. Buack: Yes. 

Mr Smart: Do not let us get confused. There is this Canadian National 
West Indies Steamship which is a corporation and they own certain boats. But 
the Prince Henry and Prince George and those boats belong to the railway 
company, not to this steamship company. 

Mr. Bercovircu: Were the vessels mentioned in the balance sheet of the 
Canadian National West Indies service taken at cost? 

Mr. Cooper: Yes, they are at cost. The ships themselves are shown on 
page ten. 

Mr. Smart: Yes, page ten of the report. 

Mr. Donnetiy: What do you estimate the life of one of those boats to be? 
Mr. HunGerrorp: Well, that is a debatable question. 

Mr. Coorer: Twenty-five years. You are speaking of the West Indies 
boats? 

Mr. DonNELLY: Yes. 

Mr. Cooper: Twenty-five years is the estimated life that we took to 
establish the depreciation rate. 

Mr. Donneuity: What about this one on the west coast? She was built in 
1907, you say, and sold? 

Mr. Cooper: It is quite a different service, and I think you would have 
to take the difference in service into consideration. A boat on the Pacific coast 
operating in sheltered waters is quite a different proposition from that of the 
West Indies’ ships. | 
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Mr. Bercovircu: There would be less wear and tear. 

Mr. Coorrr: Yes. Twenty-five years is the common practice on ocean- 
going passenger vessels, for Cunard White Star, Furness, Withy and other 
companies. I made a general survey of ocean-going passenger vessels throughout 
the world, and I came to the conclusion that twenty-five years was the general 
avenage life for depreciation purposes. 

Mr. Donnetiy: I just noticed that one of these boats you say was built 
in 1907, so she is getting along. 

Mr. Cooper: They have been operating continuously. They are in what 
we would call branch line service. 

Mr. Hunerrrorp: The Prince Charles I think is the one you refer to. It 
was pretty well in continuous service during that period, but it varied at 
different times of the year. In some parts of the year the service was less 
frequent. It was quite an old ship. 

Mr. Locxuart: While we are on that, I should like to ask how that 
compares with the age of boats operating on inland waters. What would be 
the average life of a boat used for passenger service, having regard to safe 
operation? 

Mr. Huncerrorp: We have boats on inland waters. I think we could 
answer that. 

Mr. Locxuart: The Canadian National Railway have. I am asking that 
for general information. 

Mr. Vaucuan: There are boats operating on the lakes which are fifty years 
old and still in good condition. 

Mr. Lockuarr: You consider them okay at fifty years of age? 

Mr. VauGHAN: Yes. 

Mr. Cooper: We have a vessel operating between Detroit and Windsor; I 
think it is sixty years old. 

Mr. Ross: I worked on the old Huronic thirty-two years ago. She is going 
yet, stronger than ever. 

. Mr. Vaueuan: Those boats operate only part of the year. 

‘Mr. Hanseitu: I am a bit confused, Mr. Chairman, as to just what this 
company is. It was stated a little while ago that a couple of boats were sold 
to the government. Is this not a government institution? If it is not, what has 
it got to do with us? 

The CHatrman: I wish you gentlemen would talk a little louder. I may be 
failing in my faculties, but I cannot hear a good deal of what goes on myself. 

Mr. Armstronc: There is confusion between the two companies, as I 
understand it. 

Mr. Hansetu: I] am confused as to what this company is, and my con- 
fusion arises from the statement that the company sold to the government a 
couple of boats. I am under the impression that this is a government institu- 
tion. If it is not, what have we got to do with it? 

Mr. Smart: This company did not sell them. This company was organized 
to carry out a trade treaty with the West Indies. The stock of it is entirely 
owned by the Dominion government and it is operated really by the directors 
of the Canadian National for the government. Really, that is the position it 
is in. On page 10 you will find the boats and their names that are actually 
owned by this corporation. 

Mr. Hanser: Yes, I see. 

Mr..Smart: In addition to that, the railway company itself had certain 
boats which were mostly operated or built for a movement up the coast of 
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British Columbia. The accounts for those are consolidated in the railway 
accounts. This thing is a separate thing altogether. 

Mr. HANSELL:  T see. 

Mr. Brack: Where do we get the detailed statement of the boats operated 
outside of this Canadian National West Indies steamships? : 

Mr. Smarr: It would be in the Canadian National Railways accounts. 

Mr. Buack: It is just a consolidated statement. 

Mr. Smart: Yes. 

Mr. Buack: There is no detail. 

Mr. Cooper: We have only two boats left now, the Rupert and George. 

Mr. Buack: How did the amount realized on the one disposed of last 
“year compare with the cost? | 

Mr. Huncerrorp: Very much less. 

Mr. Brack: Or how did the amount realized compare with the value as _ 
represented on the inventory of the previous year? 

Mr. Huncerrorp: Very much less. 

Mr. Brack: The amount realized was very much less than the value as 
carried on the previous year’s inventory? 

Mr. Huncerrorp: Yes. 
Mr. Buack: How much would that be? 
Mr. Huncerrorp: Have you got the figures? 


Mr. Coorer: The cost of the ship was $2,160,000; the sale price was 
$500,000. You are speaking of the ship sold in 1938? 
Mr. Buacx: Yes. And how is that loss in capital value accounted for? 
Mr. Coorer: We divided the loss into two parts. The portion from the 
date it entered service to the date of the sale was a charge against operation ; 
and we took it up as such. The portion of the loss represented by the unexpired 
service life—that is from the date of sale to the end of its potential useful lfe— 
was treated as a capital loss. It was a loss of capital. But that loss was not» 
service consumed in operation. It was purely a loss of proprietor’s capital and 
it was charged to the proprietor’s equity account which, in other words, is the 
equity which the Dominion government has in Canadian National Railways. 
If the Dominion suffers a capital loss, as it did in that sale, we charge it to 
the proprietors through that account as distinguished from an operating deficit 
of the railway which, of course, is also charged to them in a different way. 

Mr. Buack: Where is that capital loss and operating loss set out in the 
report before us? 

Mr. Coorser: The sale that we are speaking of took place in 1938, and you 
will have to go to the accounts of 1938 to pick it up. 

Mr. Buack: Yes. 

Mr. Coorrer: But it is in the accounts of 19388 as I described it. 

Mr. Brack: In this consolidated balance sheet of the Canadian National 
West Indies Steamships Limited there is a total investment represented by 
vessels of $10,960,957.71. Then there is a deficit on the other side of $10,671,- 
264.89-—almost the exact amount as represented by the investment value. What 
becomes of that deficit? How is that ultimately dealt with? 


Mr. Cooper: At the present time, or for the last two or three years, the 
line has been showing an operating profit. But this deficit is made up of 
what I would term a cash deficit and a book-keeping deficit. The cash deficit 
amounting to some $5,000,000—shown on the balance sheet here as $5,059,000— 
was advanced by the Dominion to the Canadian National (West Indies) Steam- 
ships Limited. Of the remainder of the deficit of $10,000,000—$3,390,000 
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—represents accrued depreciation; and the remainder represents interest on 
advances by the government for capital and deficits, amounting to $2,190,900. 
Those figures are set out in the balance sheet. The deficit of $10,671,000 is 
made up of these three things: the actual cash loss in the operation of the line, 
$5,059,000; interest due to the government on its advances $2,190,000 and 
accrued depreciation of $3,390,000. . ; 

The CHArRMAN: Are there any other questions? 

Mr. Locxuart:. This line is operating at a distinct loss at all times? 

Mr. Coopmr: I beg your pardon? : 

Mr. Locxuart: This line is operating at quite a distinct loss? 

Mr. Cooprr:: Oh, no. 

Mr. Locxwarr: I could not hear but a part of what was said. I quite 
agree with the chairman. You can just hear part of what is said. Maybe 
I misunderstood. J am sorry. 

Mr. Coorer: In 1939 the line had an operating profit of $623,000. 

Mr. Locxuarr: From the way it appears here I thought it was a deficit. 

Mr. Cooper: Against that we must charge bond interest of $470,000 and that 
produces a net profit of $153,000. 

Mr. LockHart: Yes? 

Mr. Cooper: That is exclusive of interest and depreciation; $153,000 is the 
cash profit, and that was turned over to the government. 

Mr. Locxnart: I misunderstood the previous remark. 

Mr. Buacx: | do not understand the consolidated balance sheet; assets are 
shown at $13,733,948.96, and liabilities, the same figure, set out there, quite as 
you would expect; but it does not add up. ; 

Mr. Cooper: It does, sir; if you consider the deficit as a deduction from 
the other liabilities. It is a debit account in profit and loss. If it were shown 
on the asset side of the balance sheet—which, of course, is not correct—the addi- 
tion would be a simple one. 

Mr. Buack: That is, the profit and loss deficit should really be on the asset 
side. 

Mr. Cooper: Well, I do not think it should, because it is not an asset; 
and it 1s customary to show deficits on the liability side, it is shown in italics to 
indicate that it is a deduction from the other items. It is a red ink figure. 

The CHAIRMAN: Are you satisfied, gentlemen? If so, we will go on to 
something else. 

Mr. LockHart: We have to be satisfied, Mr. Chairman, if you are. 

Mr. Cooprrr: Well, gentlemen, if there is anything which is not clear— 

The CHAIRMAN: Well, the meeting is in the hands of the committee. I do 
not want to be unduly hasty. 

Mr. Ross: We can refer back to this ‘business. 

The CHAIRMAN: Yes, we can return to that account. I do not want to rush 
proceedings. 

Mr. Smart: What is it you had in mind, Mr? Lockhart? 

Mr. Locxnart: I am going to study this thing. I am still confused in my 
mind, but I might ask a question at some later time. Likely I am from 
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Mr. Cooper: Yes, I will be glad to answer at any time. 

The Cuatrman: There is no need for us to go over the report under the 
separate headings because you have been considering all parts of it now, I dare 
say, so we will pass on. The next is Trans-Canada Air Lines. 
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Mr. Locxuart: What is the arrangement about the time for us to meet 
again? 

The CrarrMan: I thought it was agreed by the committee that 8 o’clock to- 
night would be the time for our next sitting. 

Mr. Buacx: I think we should have a chance, if we are to deal with this 
clearly, to examine these accounts and then probably have some further infor- 
mation should we desire it. 

The CuarrMAN: Well, it is up to you. Make up your minds, that is all. 
Let us decide now whether we are to convene again to-night at 8 o’clock. 

Mr. Smart: Well then, would you convene to-morrow morning? 

The CHairMAN: Oh, yes, we meet again to-morrow. 

Mr. Sanperson: If memory serves me right we decided that we would meet 
to-night at 8 o’clock. We took a vote on it. — : as 

The CHAIRMAN: Well then, it is settled. The only thing we have to decide 
is whether we are going to sit to-morrow or not. 

Mr. DonneLty: I would move that we adjourn if we are to sit to-night 
at 8 o’clock. 

Mr. Buack: What is it proposed to take up this evening? 

The CuHamrman: This report on Trans-Canada Air Lines. 

Mr. Buacx: And what other reports are before the committee? I, of course, 
was not able to be here this morning. 

The CHAIRMAN: Then there are some budget items here for the C.N.R. 
budget for 1940. 

Mr. Buack: Is that before the members of the committee in detail? 

The CuamrMan: Yes, I think so. There is a pamphlet still to be distributed. 
Then we have the estimates here before us for consideration of votes Nos. 445, 
446, 459 and 460. The budget of the C.N.R. for 1940 is to be distributed by 
representatives of the railway immediately. | 

Mr. Buacx: Mr, Chairman, when could we have the figures applicable to 
the hotels; will they be available this evening? 

The CuatrmMan: Mr. Cooper says that that information will be available 
to-night. 

Mr. Ross: Was it your intention to endeavour to wind up to-night? 

The Cuatrman: I don’t think we could possibly wind up to-night, it would 
take quite a little bit of time to-morrow. 

Mr. Hansexu: Mr. Chairman, it is getting on towards 6 o’clock and we have | 
a lot of figures and details to go over. 

The Cuamman: Well, the committee stands adjourned, we are only waiting 
for this budget of the Canadian National for 1940 to be distributed to members. 
As soon as you get your report you may go. 


The committee adjourned at 5.45 o’clock to meet again this day at 8 
o'clock, p.m. 


‘NIGHT SESSION 


The committe resumed at 8 o’clock p.m. 


The CHatrMAN: Order. It was decided before the dinner recess that we 
would proceed with the examination of the report of the Trans-Canada Air 
Lines when convening to-night. 

Mr. Harris: Just before you proceed with that, have we a clear under- 
standing that inasmuch as the budget for the coming year of the Canadian 
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National Railways and the Canadian National Steamship has just been tabled, 
we will have an opportunity of going into the matter that is contained here. 
I have in mind this: what is gone is gone and what. is contained in the report 
eee you passed nothing can be done about, but there is ample opportunity 
or— 

The Cuarrman: Mr, Harris, it was passed with the understanding that we 
could revert to it and ask what questions we desired after looking through its 
pages to-night. | 

Mr. Harris: With that understanding— 

The CHairMAN: It was passed with that understanding. 

Mr. Harris: When do you propose to go on with the budget? 

The CuHarrMAN: To-morrow. We shall now deal with the Trans-Canada 
Air Lines annual report for 1939. 

Mr. Huncrrrorp: Would you like one of these gentlemen to read it? 

The CHAIRMAN: Yes. - 

Mr. Huncerrorp: Mr. English will read it. 

Mr. ENGLISH: 


TRANS-CANADA AIR LINES 


THIRD ANNUAL REPORT 
On THEY S15 
Directors oF TRANS-Canapa Arr LINES 
YEAR ENDED 31st DEcEMBER, 1939 


- To the Shareholders: 


The Board of Directors submit herewith the Third Annual Report of Trans- 
Canada Air Lines, being for the year ended 31st December, 1939. 


OPERATIONS AND DEVELOPMENT 


The close of the year 1939 saw the completion of what might be termed the 
first stage in the development of the company’s operations. During the year 
passenger service inaugurated between Montreal, Toronto and Vancouver, between 
Montreal, Ottawa and Toronto, and between Lethbridge and Edmonton; mail 
and express service was extended to Moncton. The company’s ground facilities 
and personnel were established to meet the requirements of a 24-hour-a-day 


operation and the flight training program was advanced to provide a full com- 


plement of trained personnel for the services operated and for the extensions 
immediately contemplated. 

For ready reference the principal events of the year, and contemplated 
developments for 1940, are set forth below:— 


Principal Events of the Year 


February lst.—Service to Calgary established. 

March ist—Regular air mail and air express service established between 
Montreal, Toronto and Vancouver on night schedule. 

March i1st—Additional daily service inaugurated between Lethbridge, 
Calgary and Edmonton. 

July 18th—Air mail, passenger and air express service inaugurated between 
Montreal, Ottawa, and Toronto via Muskoka. 

November ist.—Service established between Moncton and Toronto on a 
daylight schedule, mail and express only being carried between Moncton and 
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Montreal, and passengers, mail and express between Montreal, Ottawa and 


Toronto. The inauguration of this service provided a second daily schedule | 


between the three latter cities. 


Contemplated Developments, 1940 


Additional daily service between Montreal, ‘Toronto and Vancouver, on or 
about April Ist. 

Service between Toronto, London and Windsor, on or about July Ist. 

Service between Toronto and New York, and Toronto and Buffalo. 

The CuarrMan: Do you want to ask any questions so far as we have gone? 

Mr. Harris: 1 should like to refer to the service between Toronto, London 
and Windsor, which is said to go into effect on or about July Ist. 

Mr. Couyer: The inauguration of that service depends on when the fields at 
London and Windsor will be ready to start service. We are prepared to start 
service just as soon as the air ports at these two places are ready. We are in- 
formed the fields wil! be ready on or about August 1st. 

Mr. McCuttocu: You are a little ahead of Moncton. 

Mr. Hunourrorp: The passenger service has been restored now. 

Mr. Couyer: The Moncton passenger service was started on the 15th of 
February. 

The Cramman: Are there any other questions on this section of the report? 

Mr. ENGLISH: 


Operating Conditions and Performance: 


Operating conditions throughout the year were on the whole quite favourable. 
There were no accidents involving injury to passengers or personnel. 

Mr. Harris: We can all read this quite readily. Have you any general 
Siesta to enlarge on the contemplated developments other than these three | 
Ines 

The CHAIRMAN: We found it pretty satisfactory so far to read the intro- 
ductory report. 

Mr. Harris: Who is the witness here now? What is his official position? 
What is his nome and what is his official position? 

The CuairMAN: His name is Mr. English. 

Mr. Harris: What is his official position? | 

Mr. Huncerrorp: This is Mr. Colyer, vice-president of Trans-Canada and 
Mr. English is his assistant. 

Mr. Harris: Assistant to the vice-president? 

Mr. Huncrrrorp: Yes. 


Mr. Harris: He is the gentleman who is reading the report now? He is the 
centleman we can question? 


The CHairMaNn: If you will address the chair it, will get to whoever should 
answer this. 


Mr. Harris: I should like to ask one question. I have not a clear conception 
in my mind of how closely associated the Trans-Canada Air Lines and the 
Canadian National system are; I cannot see in this report the proper place to ask 
the following questions, namely: The purchasing of supplies for the Trans- 
Canada Air Lines. Is that done through the purchasing department of the 
Canadian National Railways or have they their own purchasing department? 
What is his name and what is his official position? 
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The CuairMan: I believe it is customary to run through the report first and 
then put your interrogation afterwards. 


Mr. Harris: That will be all right. 
The CHarrMan: I believe that has been the practice. 
Mr. ENGLISH: : 


Operating Conditions and Performance: 


Operating conditions throughout the year were on the whole quite favour- 
able. ‘There were no accidents involving injury to passengers or personnel. 

The following statistics demonstrate the growth and expansion of the com- 
pany’s operations: 


Route Miles operated 


December 31st, 1938 December 31st, 1939 
Toronto—Vancouver.. .. .. .... .. 2,291 Moncton—Vancouver.. .. .. .. .. 2,839 
Montreal North: Bay one ie oie 307 Ottawa Toronto Uh ona Oe 228 
-Lethbridge—Edmonton.. .. .. .. .. 288 doronto-—North Bays oy) aes 187 
Seattle—Vancouver... .. ..... .. 2. ee 122 Lethbridge—Edmonton.. .. 2. .. .. 288 

Seattle—-Vancouver.. .....0..) . 204. 122 
3,008 3,664 


Scheduled Miles—Daily 


Toronto—Vancouver (1 round trip).. 4,582 Montreal 


Vancouver (1 round trip). 4,822 


Montreal—North Bay—Toronto Moncton—Toronto (1 round trip)... 1,532 
OMEN UTI SOTM at eGo ioe ake 988 Montreal—Toronto (1 round trip).. 676 
Lethbridge—Edmonton (1 round trip) 576 Toronto—North Bay (1 round trip). 374 
Vancouver—Seattle (2 round trips).. 488 Lethbridge—Edmonton (2 round trips) 1,152 
Seattle—Vancouver (2 round trips) is 488 

6,634 9,044 


The CHAIRMAN: Does anybody wish to ask a question in connection with 
these tables before we go on? 

Mr. Lockuart: Not in connection with the tables, no. 

Mr. Buacx: I should like to ask a question in regard to branch lines. As 
I understand it Halifax ultimately will be one of the terminals, I suppose, of 
this branch line operating now between Moncton and Halifax. - 1 understand 
that is not referred to here. On what basis does that work? 
Mr. Huncerrorp: That service is not being operated by Trans-Canada Air 
Lines. 
Mr. Brack: Well, what is the connection between the two services? Are 
they operated one in conjunction with the other? 
Mr. Huncerrorp: They connect at the same air port at Moncton. 
Mr. McCutitocu: The same will apply to Charlottetown. 
Mr. Buack: Is that a separate company operating? 
Mr. Huncerrorp: Entirely separate. 

Mr. Buack: Is there any contract or working agreement between these 
companies and the Trans-Canada Air Lines? 

Mr. Huneerrorp: I am sorry; I did not get that. 

The CuHarrMAN: Is there a working arrangement between these other 


companies and the Trans-Canada Air Lines? 


Mr. Hunerrrorp: The Canadian Airways has a contract with the Post 
Office Department to provide services at Moncton. 
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Mr. Brack: Is there any contract or agreement between Trans-Canada 
Air Lines and these other companies, making connection at Moncton and 
Halifax and between this service and Halifax and Charlottetown? 

Mr. Huncerrorp: No. 

Mr. CotyEer: Of course, the schedules are arranged to provide direct 
connection at Moncton with the planes flying to Halifax, Charlottetown and 
Saint John in both directions; but there is no inter-company arrangement 
but two separate and distinct operations. The schedules are controlled by 
the Post Office Department. 

Mr. Buack: Who controls and operates these other lines? 

Mr. Conver: Canadian Airways is the name of the company. 

Mr. Buack: A privately operated company. They are privately operated 
companies? 

Mr. Couyer: Yes, sir. 

Mr. Donnetty: They control most of these feeder lines too. 

Mr. Couyer: They have the feeders out of Moncton to Charlottetown, 
Halifax and Saint John. They also operate a feeder service from Vancouver 
over to Victoria, and these are the only connections they have with us. Prairie 
Airways and other private corporations operate from Regina up through 
Saskatchewan. : 

Mr. BercovircH: Does the Canadian National and the Trans-Canada 
Air Lines control any of the stock of these two companies? 

Mr. Huncerrorp: No. The Canadian National Railways has a small 
snterest in Canadian Airways of many years back. 

Mr. DonnetLy: Canadian Airways have branch lines running into 
Edmonton? | 

Mr. Cotyer: They have a branch line operating out of Edmonton. Trans- 
Canada operates from Calgary, Lethbridge and Edmonton. 

Mr. DonneLLy: There is more or less a branch line from the main line 
from Regina, Lethbridge to Calgary, so far as the Trans-Canada is concerned. 
Mr. Huncerrorp: Yes, sir. Then, there are independent services north 
from Edmonton. We are not identified with them in any way. 

Mr. Locxuart: Is there rental paid for landing privileges by both Trans- 
Canada Air Lines and the independent companies ? 

Mr. Conver: There is by Trans-Canada Air Lines and J presume— 

Mr. Locxuart: Do they pay the same landing privileges or are arrange- 
ments made independently one from the other? 

Mr. Corypr: It is made independently one of the other. We make our 
own arrangements with the Department of Transport or the municipality, 
whichever controls the air port. 

Mr. Locxuart: You would not be in a position to say whether your 
landing privileges are paid on the same basis? 

Mr. Cotyer: No, I could not say definitely. I believe the Department 
of Transport, where it controls the air port, has a standard charge for the use 
of the air port. We pay that as well as the other operating companies. 

Mr. Smarr: It is a standard charge, Mr. Lockhart. 

Mr. Buack: What is the policy of the Trans-Canada Air Lines with 
respect to the Atlantic terminals. I understand they will be in Nova Scotia. I 
understand the terminal will be at Halifax rather than Moncton. 

Mr. Huncprrorp: There is no policy determined in regard to that that 1 
know of. Moncton is the last place where there are f acilities that are suitable 
for the use of planes. 
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Mr. Buack: Has there been a policy or plan laid down? 
Mr. Smart: Not up to the present, sir. 

Mr. Buacx: Not up to the present? 

Mr. Smart: No. 

The CHAIRMAN: Are there any other questions? 

Mr. ENGLISH: 


Plane Miles Flown Hours Flown 
1939 1939 Percentage 
of Scheduled 
Revenue Training Total Revenue Training Total Performance 
VERT UER A750 eee hye lyk te eR I een 194,130 38,228 232,358 1,203 220 1,423 97-4 
ING OAUE HOt ee Caan UREA Te ae a ame 175,992 28,125. 204,117 1,114 LBL Wer Lee Ze 98-1 
INTACE ales mea Re Ok el Jexeny tao ids 216,805 18,224 235,029 1,388 110 1,498 97-1 
ANSE E gare Tile, ee a i 1a Nid ia ea a 216,003 30,042 246 045 1,294 177 1,471 95-8 
VES Ve Rem RP Ree rte un ii 223,510 28 676 252,186 1,380 163 1,543 100-0 
Choucker (A CE GS IR RRA i SAS a 217,450 16,660 234,110 1,383 98 1,481 99-8 
ANU A Ar A ae alc aids Shae ota Smeal ae 235,131 30,281 265,412 1,502 171 1,673 100-0 
PAULO Ma Mr mete tc mate Lennie, Cra Ai, 252,043 52,034 304,077 1,599 292 1,891 99-9 
SOPESMMUOCT MRE Mee ski tae sins Lh i pe 239,746 36,290 276,036 1,530 204 1,734 99-3 
OCtODem Erika: Hie reed aries uel eo 245,018 33 ,442 278 460 1,554 195 1,749 97-4 
INO VEGI Der anteits | sdukc ear totaal oe: 274,552 27,498 302,050 1,741 154 1,895 98-1 
December rae ee nai ewe soe i ky ty cd 269,710 25,803 295,513 1,715 151 1,866 91-4 
AAT ei ea TR SS oa 2,760,090 365 303 3,125,393 17,403 2,096 19,499 98-1 
Planes Miles Flown since Hours Flown since 
Inception of Operations Inception of Operations 
; Revenue Training Total Revenue Training Total 
emt lets er bomecieol ALIS Ts. s. 26,596 74,372 100,968 196 493 689 
PUCGHIER We x amrcmo iy earsten ML ayre iy Saye | ek 1,122,179 826,167 1,948,346 7,266 DRISD LUA A OOL 
Wace GEE CoE PsA Seta isa Pan 2,760,090 365,303 3,125,393 17,403 2,096 19,499 
TROLS Ain te het abe nc hn yaaa ae en 3,908,865 1,265,842 5,174,707 24,865 7,874 32,739 


The Cuatrman: Are there any questions on these tables before we 
proceed? 

Mr. BercovircH: I see you have a heading here “ Revenue.’ What do 
you mean by that? Is that the actual revenue of Trans-Canada? 

Mr. EncuisH: No; it is the miles flown in revenue service. Training miles 
are miles flown training a pilot. There is no revenue from training miles; you 
might say it is a development expense. Revenue miles are miles in which 
revenue was received either from the Post Office Department or from passenger 
service. 

The CHAIRMAN: Let us proceed. 

Mr. ENGLISH: 


Arr Main SERVICE: 

Regular air mail service was established between Montreal, Toronto and 
Vancouver, and between Lethbridge and Edmonton, on December 1st, 1938, on 
a daylight schedule. On March 1st, 1939, this was changed to a night schedule 
providing first morning delivery in Winnipeg and Regina and afternoon delivery 


in Lethbridge, Calgary, Edmonton, Vancouver, and Victoria of mail picked up 


the previous evening in Montreal, Ottawa and Toronto; also afternoon delivery 
in Toronto, Ottawa and Montreal of mail picked up the previous evening in 
Western Canada. On the same date the service between Lethbridge and 
Edmonton was increased to two trips each day with a morning and evening 
departure from each city. 

On July 18th a direct Montreal-Ottawa-Toronto schedule was established 
and the air mail service was extended to cover that route, and on November 1st 


a second daylight schedule was inaugurated with an extension on a training 


basis from Montreal: to Moncton. At the inception of this latter schedule, 
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regular air mail was carried between Montreal and Toronto and ordinary first- 
class mail between Montreal and Moncton. On January Ist, 1940, the carriage 
of first-class mail was discontinued and regularly surcharged air mail only 
handled. 

The CHariRMAN: Are there any questions? 


Mr. Buacx: Why does the Trans-Canada Air Lines operate these branch 
lines in the west and not operate them in the east to Charlottetown, Halifax 
and Saint John? 

Mr. Cotyer: The air port facilities that are now available at Halifax, 
Charlottetown and Saint John are not suitable for the use of the equipment that 
Trans-Canada operates at the present time. 

Mr. Buack: The same type of planes operate on the feeder routes in the 
west? 

Mr. Conyer: Yes, sir, but the air. ports of Edmonton and Calgary are 
suitable for use of these planes. | 

The Cuairman: Are there any other questions? Let us proceed. 

Mr. ENGLISH: 

Mail (pounds) carried in the various services during the year 1939 was as 
Lomas | Trans- Lethbridge Montreal Vancouver 


Month continental Edmonton ‘Toronto Seattle Total 
OANUALY 4 sua camel ees aie 18,082 152 413 3,097 21,744 
Hebruaris sick ann ce ae 17,920 318 Wy SEX 3,107 21,701 
Via Trch tei de See Mh koe 29,204 641 579 5,465 35,889 
VA DEL Ot See ea olin eed 27,933 694 393 DO0r 34,697 
Miay a BAtlas Wate sae 32,292 623 604 6,872 40,391 
oJ UNE 5 he Gu eG Re 30,888 680 566 6,860 38,994 
JULY sc We eer en oe eae ae 31,329 675 734 7,518 40,256 
AUC TIST Same ee hers tae fie Saou 744 . 1,309 8,069 43,994 
September.) ive 28 33,831 lea 1224 6,779 42,543 
October Fea ceo le eee a2 202 980 1,119 6,157 40,458 
November. 20st 3). oe 32,920 887 peg 1b) 6,076 41,596 
Decem ler. peak ie or ee 39,259 1,284 2,290 7,803 50,636 

359,732 8,390 11,297 73,480 452,899 


Mr. Buacx: What do you mean by “surcharge air mail’? 

Mr. EncuisH: Six cents, a surcharge over the ordinary first-class rate. 

Mr. Lockuart: On what is the actual cost of carrying the mail based? 
How is the actual cost computed? You say here it is carried for six cents. Is 
that the actual cost? Is there a large deficit in connection with the carrying 
of the mail at six cents? ‘ 


Mr. Smart: That is the post office revenue. The post office will have to 
answer that. | 


Mr. Lockuart: You carry mail for six cents. When you work it out— 
I was looking to see if I had my figures here showing the amount that is 
carried and the revenue derived. Let us get that. It seems to me that there 
is a decided loss in carrying it at six cents. 

Mr. Smarr: That is post office revenue and the post office pays the Trans- 

Canada Air Lines on a mileage basis. The Air Lines do not get the six cents. 

Mr. Locxnart: I know that but I-was working out the cost of maintaining 
that service and I would like to know if we are going to get the information 
with regard to the actual cost of maintaining a service to carry that mail. 

Mr. CotyEr: From estimates that we have seen, the six cents that the 
post office obtains, does not equal the amount. of money they pay for carrying 
the mail. 


Mr. Donnetiy: Did you sometimes carry mail for three cents? 
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__ Mr. Coxyrr: Before the service was regularly established, while we were 
still carrying on the so-called training flights we carried ordinary mail because 
the service was not regularly developed and it was felt 1t was not proper to 
charge a surcharge rate, with each step, as each part of the system has been 
developed we carried ordinary mail for a period of time. 

Mr. Harris: Mr. Chairman, what is the air mail carriage rate now? 

Mr. Couyer: Six cents an ounce for the first ounce and five cents for each 
additional ounce. That is what the Post Office Department charges for an air 
mail letter. 

Mr. Harris:. What would be the deficit for carrying mail in 1939 at that 
rate? 

Mr. Conryer: I could not answer that question. That is the Post Office 
Department. 

Mr. Harris: What I am trying to get at is the relationship between the 
Post Office Department and the Trans-Canada Air Lines. 

Mr. DonneEutLY: We should know that. 

Mr. Smart: You would have to have the post office people in here to 
give that. 

Mr. DonNELLY: You are not dependent on that mail alone. 

Mr. Harris: We cannot discuss this thing intelligently unless we have an 
idea of what the Post Office-Department is paying. 

The CuairmMAN: I think they have an idea of what the Post Office Depart- 
ment pays. 

Mr. Cotyrr: They pay us 60 cents a mile for carrying mail, 

Mr. Buack: Irrespective of the volume of mail? 

Mr. Co.yer: Yes. 

Mr. Brack: The department must have made an estimate of what the 
revenue would be on the basis of the regular post office charges, say of six cents 
an ounce or six cents per letter an ounce. I would like to know what amount 
is paid to Trans-Canada Air Lines by the Postal Department, and its relation 
to the revenue that would accrue if they received the entire revenue arising 
out of stamps. 

Mr. Huncerrorp: We do not know about that. 

The ,CuairMAN: It would probably be necessary to have an official of 
the post office either at this meeting or to take it up in the postal estimates in 
the House. 

Mr. Ross: The revenue is on page 12, line 2. 

Mr. Locxuart: Mr. Chairman, the Trans-Canada received something 
considerably over one and a half million dollars revenue for carrying the mail. 
They received $1,632,000. That is about 70 per cent of the total revenue for 


‘the carrying of the mail. Taking the amount of mail carried, that figures out 


at a percentage much higher than six cents. It figures out to 20 cents an ounce, 
does it not? I do not think we have to have the post office here to have that 
calculation. 

Mr. Conysr: I understand that ordinary air mail averages about 42 letters 
to the pound, instead of each letter weighing an ounce; it would be less than 
that. That is the figure that has been used, and I believe it is considered as 
being the average—42 air mail letters to the pound. 

Mr. LocxHart: That is all right. But the $1,632,000 or nearly 70 per cent 
of the total revenue is derived by the Trans-Canada Air Lines for carrying the 
mail, Taking the amount of mail they carry, it runs around 20 cents an ounce 


-as I figure it. There seems to be some discrepancy between 20 cents and six cents. 
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Mr. Coryrr: Although I do not have accurate’ figures, or accurate informa- 
tion, I believe at the present time the amount the Post Office Department 
receives is less than the amount paid to Trans-Canada Air Lines for carrying 
the mail, but I do not know what the difference is. I believe they would be 
the only people who could give you accurate information. 

Mr. Lockuart: Who is making up the deficit? 

Mr. Huncerrorp: We are authorized to carry mail at specified rates and 
schedules and we get so much a mile for doing it. The mail revenue, of course, 
goes to the Post Office Department, and we know nothing about that. We are 
simply paid on the basis of miles flown. We are authorized by the Post Office 
Department. : 

Mr. Lockuart: Then we cannot follow that through, Mr, Chairman. 

The CHamrmMan: Evidently, if there is a deficit’ in the matter, the Post 
Office Department shoulders it; and they must be satisfied with the deal they 
made or they would not go on with it, as far as I can see. I am not supposed 
to say anything as chairman, however. 

Mr, Donnetiy: You could not make any answer out of that, between 
what you got and this amount that there is carried. Some might be carried to 
North Bay and a new bag of mail put on there and maybe put off again at 
Kapuskasing and another off at Winnipeg. 

Mr. Cotyer: No. These figures are on new mail. There is no duplication. 


Mr. Donnetiy: You might have a bag of mail put off at North Bay and 
another paying six cents put on, carry it to Kapuskasing and put it off there. 
Mr. Couyerr: Yes. ; 


Mr. Donnetiy: You would be getting 18 or 20 cents a pound on mail, - 
carrying it across the continent. 


Mr. Ross: It seems to me this item could well wait over, because it is 
evident that the Post Office Department is very intimately connected with the 
Trans-Canada Air Service and, therefore, we should have a post office official 
here to fit in with this special item. 


The Cuartrman: If the committee think it is of sufficient importance, all 
right. It is in their hands. 

Mr. Donneuity: Do Trans-Canada Air Lines think they have a good bargain 
with the Post Office Department or do they think they should be getting more 
for carrying the mail? 

Mr. Couyrer: Well, during 1939 we should have received more because we 
had a deficit which was made up by the Department of Transport. We did not 
get enough payment from the Post Office Department to meet operating expenses. 

Mr. LockuHart: It was estimated there would be a surplus next year. 

Mr. Cotyrer: That is 1940, yes. 


Mr. Maypanx: I think in the post office estimates it is shown as being two 
and a quarter million spent last year, as though it were paid to the Trans-Canada 
Air Lines; and this only shows $1,632,000. We have a department of govern- 
ment saying they have been paid a certain amount of money and an agency 
of the government saying that they did not get it. What is the explanation for 
that? 

Mr. SMart: Remember, Mr. Maybank, that the Department of Transport 
at the present time are paying any deficit. | 

Mr. Maypank: Is paying which? 

Mr. Smart: Is paying the deficit. 

Mr. Maypanx: That is what I want to get at. I want an explanation of 
this difference between the two sets of figures. 


Mr. SMart: Yes, we pay the deficit. We paid a $411,000 deficit last year. 
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Mr. Maygpank: I see. So $411,000 added to this will just come to about 
that. Is that the idea? 

Mr. ENetisH: The answer is that the Post Office Department is paying 
- for air mail carried by a lot of other carriers than Trans-Canada. 

Mr. Mayspanx: All right. What is this deficit? If that deficit is added up 
with this figure in front of us it does not, of course, come to two and a quarter 
million. It comes to a little over two million. What about the rest of the 
quarter million 
Mr. Smart: You will see on the last page of this thing, Mr. Maybank, 
the income account. Look at the income account. 

’ Mr. Maypank: That is what I have been looking at, and that is what I 
got those figures from. 

Mr. Smart: $411,000 was paid by the Department of Transport on a vote 
—what is the number of the vote? It was a vote last year. 

Mr. Maypank: Yes. 

Mr. Smart: One of the votes—vote 590 of the Department of Transport— 
paid that deficit. : 

Mr. Maysank: Even so, that is a vote of money for the Department of 
Transport. It has nothing to do with the two and a quarter million I mentioned, 
which is post office. 

Mr. Smart: I do not know what the post office is. 

Mr. Maysanx: I know, but clearly the $417,000 has got nothing to do 
with it, I am suggesting. I am trying to get it added up, to get the figures to 
come together. That is all. 

Mr. Encuisu: The situation is that on airmail service for the Post Office 
Department last year, Trans-Canada received $1,600,000. 

Mr. Maysank: They received what? 

Mr. EncuisH: $1,632,873. 

Mr. Maypank: Yes, that is there in the income. . 

Mr, EneusH: And other airmail operators—Canadian Airways, Prairie 
Airways and so on—who carried mail for the Post Office Department apparently 
received the difference between that and the two and a quarter million. 

Mr. Mayzanx: You suggest that the difference between $1,632,000 and the 
two and a quarter million is to be found in the numerous bush mail contracts 
they have? 

Mr. Eneuisu: I think that is it. 

Mr. Maypanxk: You think it goes as high as that, do you? I have seen a 
number of them. I do not know how many there are. 

Mr. Smart: There was quite a lot of northern mail. 

Mr. Maysanxk: There were quite a number of bush mail contracts, yes. 

Mr. Buacx: It would appear to me that there must be a calculation on the 
part of this Trans-Canada Air Lines of the amount they earn for the Postal 
Department by providing the service. 

The Cuarrman: That they earn for or from the Post Office Department? 

Mr. Brack: No, that they earn for them. The Postal Department pays 
them a subsidy of $1,632,000; and for that they provide certain mail services 
to the Postal Department. There must surely be a calculation by those respon- 
sible for the management of these airways as to what they earn for the credit 
of the Postal Department. 

Mr. Smarr: You would only find that from the Post Office Department, 
Mr. Black. | 

Mr. Huncerrorp: We have a contract with the Post Office Department. 
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Mr. Buacx: Do we understand that the officers do not have any informa- 
tion? 

Mr. Smart: No. 

Mr. Buacx: As to what the airways are earning? 

Mr. Smart: - No, not from the post office point of view. 

The Cuatrman: As I see it, they do a job for the Post Office Department 
and they get paid for it. : 

Mr. Smart: It is exactly the same sort of thing as the railway company 
do. The railway company are paid so much money for the mail cars and so 
forth. 

Mr. ENerisH: We do not know how many letters we carry. We know we 
carry mail in a bag and it weighs so many pounds. We do not know how many 
letters are in it. It is sealed. 

Mr. Ross: You know the weight. 

Mr. EneuisuH: That is all. We are paid by the weight. But what revenue 
the post office is paid, we do not know. 

Mr. Donnetuy: Would the Post Office Department be able to tell us? 


Mr. EneuisH: They would be able to make an estimate, but that would 
be all. 


come in. 

The CuHarrman: They know the number of pounds. 

Mr. Donnetity: They could make an estimate. 

Mr. EnerisH: Surely. 

Mr. Maypanx: Does this organization estimate anything in the way of 
income in- this same way for the next year? Have we any estimate of that? — 

The CHairman: The budget for next year. 

Mr. Maysanx: The post office is budgeting for an expenditure which I 
presume will be made up partly of expenditure to bush lines and partly of 


expenditure to Trans-Canada Air Lines. They are budgeting for four and a half 
million. | 


Mr. Smart: No. They figure on— 

Mr. EnciisH: $3,177,000. 

Mr. Maysanxk: That is the estimate. 

Mr. Encuisu: The estimate of our revenue from the Post Office Depart- 
ment. 

Mr. Maysanx: The Post Office Department budget for four and a half 
million. It looks as though the bush mail fellows account for that difference 
again, as is the case with the $1,632,000 and the two and a quarter million. 

Mr. ENGLISH: Quite. 

Mr. Maypank: I see. 3 

The Cuamman: Gentlemen, if we would read through this report and jot 
down questions to be presented afterwards and thresh the matter out, we would 


make more headway, I would think. However, that is merely a suggestion from 
the chair. 


Mr. Smart: You could have tomorow, if you want questions that involve 


post office revenues. We could have one of the post office officials come here 
to give you that. 


The CHAIRMAN: That is an idea. 
Mr. Smart: We have not got that. 


Mr. Donnetity: That would be all. They do not count all the letters that. 
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The CHAIRMAN: We could have him attend the sitting tomorrow. 

Mr. Smart: Yes. 

The CuairmMan: What is your wish in this matter, gentlemen? If you are 
very anxious to go very deeply into it, we can do that. 

Mr. Maypank: I think we would be well advised to have a post office 
representative here to straighten us out. The time has got to be spent either 
here or on the estimates for the Post Office Department in the House. 

The Cratrman: Is it the wish of the committee that we ask the post office 
to have an official attend this committee? 

Mr. Bercovircu: If we have power to do that under the terms of the 
reference. 

The CrarrMAN: We could ask them, anyway. They would probably send 
us one. 

Mr. Bercovitcu: Otherwise we would have to go back to the House for 
power. 

nae McCuttocu: Have you not got that now in the charge of sixty cents 
-a mile! 

The Cuarrman: I do not think the committee will be satisfied with that. 
I think they will want to thresh the matter out. 

Mr. Smart: This will come up in the post office estimates in the House, 
in committee of the whole. 

Mr. Maypanx: Yes, but the objection to that would be this, that you 
cannot tie the two together at the time. 

Mr. Smarr: I do not think the post office would object to coming. 

Mr. Mayspanx: Why should they object? 

Mr. Ross: I think we can call them. 

Mr. Maypanx: A witness is a witness whether he comes from the post 
office or whether he comes from the Department of Fisheries. 

The CHAIRMAN: If it is the wish of the committee, we will request the post 
office to send an official here to-morrow to give this information. 

Mr. Harris: Carried. 

The CuairMan: Is that carried? 

Some Hon. Mempers: Carried. 

The Cuairman: If everybody is satisfied, all right. 

Mr. BercovitrcH: I dissent. 

The CuarrmMAN: You dissent? 

Mr. Bercovircu: Yes. I do not think we have the power to do that. 

The CHAIRMAN: Perhaps we have not the power, but perhaps they may 
be courteous and kind. 

Mr. Ross: We have the inclination. 

Mr. Buacx: The term was used “revenues from the bush mail service.” 
I do not understand that term or what mail is carried. 

The CHarrman: Order, order. You will have to ask the member who 
used the term. 

Mr. Smarr: There are certain services running into the north, down the 
Mackenzie river and into the north country, all the way across. There are 
different services operated by private concerns not interested in Trans-Canada 
Air Lines. The Post Office Department have contracts with those fellows for 
carrying the mail through. What their revenue is we do not know, of course. 

Mr. Brack: That would apply to Halifax, Charlottetown and Saint John, 
would it? Would they be styled as bush services? 


~ 
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Mr. Smart: No, they are not. They are not called bush services. Ask 
Mr. Maybank. . 

Mr. Buacx: There was considerable resentment down there before this 
and if they find they are classed among the bush services, there will be more, 
I think. . 

The CHatrMAN: I am inclined to think that the member of the committee 
who used that term meant the branch lines, purely and simply, north and 
south of the main line. 

Mr. McCutiocw: Would that be a misprint? 

The CHAIRMAN: Which? 

Mr. McCuuuocu: Saying bush instead of branch? 

Mr. SMart: The reason it was called bush was because up in the north 
there they all run into that north unsettled country. Mr. Maybank takes 
the western name of the thing. ; 

The CHarrMAN: Well, gentlemen, shall we proceed? 

Mr. Encuisu: The next is passenger service. 


PASSENGER SERVICE: 

Passenger service was inaugurated between Montreal, Toronto and Van- 
couver and between Lethbridge and Edmonton on April 1. A direct Montreal- 
Ottawa-Toronto service was established July 18, and a second daily schedule 
between those points on November 1. The lack of complete radio coverage 
delayed the inauguration of passenger service to Moncton until February 15, 
1940. | 

Passenger service was operated with a satisfactory degree of regularity, and 
the company’s flight and ground personnel have established a reputation for 
discipline, efficiency, and courtesy in dealing with the public. The patronage 
of the service has considerably exceeded expectations, particularly on the trans- 
continental route. A total of 21,569 revenue passengers was carried, the average 
passenger journey being 559 miles. 

The following table shows the percentage of passenger occupancy (passengers 
carried in relation to seat capacity) on the various schedules operated during 


the year:— 
Montreal Montreal 


Trans- Lethbridge Montreal Toronto Toronto Toronto Vancouver All 
continental Edmonton Toronto (2nd Sch.) North Bay North Bay — Seattle Schedules ~ 

Tanuery, viysene cael Sh wie wieis Bivens Pee es Cae 13.0 (1370 
Pebritanywies inet aon aha SP Cheb ach Mase Hiyins 14.4 14.4 
March . aiid tN aut Sere sad Aint See! 125 Wad 
ADIL ie dae ae 46.0 - 24.8 Pee Miata 24.0 Ne 20.0 44.9 
IVE iy), Une aies ecr Sica 56.0 31.5 SEY er 30.0 Ae. 25.4 50.4 
TUNES Modena 68.5 Lys ee ie a 39.5 toe 4 33.0 63.5 
PUL re cae 81.0 38.7 49.5 44.0 sist! 39.5 66.7 
August) ik eee oi 82.5 38.2 Ono 50.0: pve 48.0 65.2 
September .. .. .. 1ia0 S1ad 56.5 i 50.5 Ge: 80.5 60.1 
Octobenl! Mavi shin 67.0 25.5 49.0 vals 42.0 ey 25.0 GBuerA 
November 7. 42, 63.0 26.4, 56.5 50.0 50.0 23.7 55.0 
December .. .. .. 60.0 28.0 50.0 58.7 45.0 22:0 53.0 
Meant wie eae 69.0 oles 53.0 54.5 40.0 48.0 26.0 iio 


The CuHairman: Are there any questions? 

Mr. Harris: I do not quite understand what you mean by, “any questions.” 

The CuarrmMan: Is there any interrogation, or any comment, any desire for 
further information than that which has been elucidated so far? 


Mr. Harris: Very considerable I would think on the whole matter. You 
expressed the wish, sir, that we carry on. 
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The CHAIRMAN: It has been the practice after going through a paragraph 
that if any very obvious question has presented itself to the mind of any member 
of the committee he should register an interrogation at the time, and if it is not 
entirely threshed out, at all events it can be brought up. 


Mr. Buack: The obvious question here is one of efficiency; whether it pays 
to carry on a service where the volume is only 26 per cent of capacity while the 
percentage of capacity on the transcontinental line is 69 per cent. I am not 
just sure as to why this Vancouver-Seattle service is carried on, whether it is 
justified. What obligation is there to operate this service? 


Mr. Couyer: The answer to your question is I think a rather complicated 
one. It is anticipated that in future years, and not very many from now, that 
all the air lines will be in profitable operation; and when you have a connection 
like the one there, an international connection, a well travelled route, such as we 
have on the west coast from Vancouver to Seattle, that would be a profitable 
operation, definitely, just from the passenger business alone. We are carrying 
a considerable amount of mail at the present time on that particular route for the 


short distance we operate there. There is, I believe, in excess of 100 pounds a 


day that we are carrying out of Vancouver, and a corresponding amount probably 
from the south to the north. And incidentally the passenger ‘business there is 
growing. While the average seating capacity last year was 26 per cent we are 
carrying more than 50 per cent more passengers this year in the corresponding 
months than we did last year. You see, this air service is definitely just 
beginning, and it is something like any other business, it has to have a period of 
time to develop. We feel that over a period of time, if it takes a few years to 
develop, we will have something that is very much worth while. 


Mr. JAcKMAN: What percentage of occupancy do you require before you 
reach the breakdown point on an air line? 


Mr. Couyer: There is no definite rule of thumb that you can go by. It is 
determined to a certain extent by the frequency of operation, how much you use 
your equipment; there are many factors. which enter into It. 

Mr. Jackman: Mr. Howe, in the house one day, stated that on the trans- 
continental line that point had been reached. He stated that the average for 
American lines, speaking generally, was considerably below that; and I think he 


mentioned some figure as being the point where they begin to make money on alr 


lines; there is no figure you have in mind? 

Mr. Cotyer: Well, it so happened, that in the month of August last year 
Trans-Canada Air Lines receiving 60 cents per mile from the Post Office 
Department, plus revenue from passengers, had a net operating profit; and we 
had a passenger occupancy of around 70 or 80 per cent on the transcontinental 
schedule. 

Mr. Jackman: Then it would probably be 50 per cent or 60 per cent? 

Mr. Conver: When you build up your passenger occupancy to 65 per cent 
over the whole system you are just about loaded to capacity. You have your 
passenger who is making a short trip, so from Winnipeg to Regina, and he blocks 
out one who might want to ride from Vancouver to Montreal or from Montreal 
to Vancouver; so it would not be possible to fill all your seats over the entire 
route. When you get a 65 per sent seat occupancy on the whole trip you have 
some place on the road where all the seats are occupied. 

Mr. Jackman: Then 65 per cent occupancy is about the maximum of 
efficiency ? 

Mr. Conver: That is about as much as you can hope for. 

Mr. Jackman: So that something less than that must be the break-even 
point. If 65 per cent is the maximum you can hope to obtain from people 
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travelling both ways then the point which would make it commercially feasible 
would be below that point. If that is your maximum you must be in a position 
to make money long before you reach that maximum? 

Mr. Couyer: It depends on the frequency with which you operate your 
equipment, the number of schedules that you are operating directly affects the 
operating costs. When you operate on one schedule at a certain cost per mile 
if you put two schedules on your operating cost per mile goes down materially; 
when you put a third on it goes down more, and when you get it up to 6 or 7 
your cost per mile of operation is, we will say, one-half what it was’ when you 
had one schedule on. And so you cannot. have any rule of thumb. There are 
a lot of factors which enter into it. . 

Mr. DonneEtLty: Have you any working agreement with American lines, 
like from Chicago to Winnipeg, or New York, or any of those American cities? 

Mr. Cotynr: Yes, we have interline agreements with a lot of American 
operators. 

Mr. Buack: On the basis on which you are operating or working up this 
service between Vancouver and Seattle, what other services are being developed 
to American points say like from Winnipeg to Chicago; or, services for Instance 
from Winnipeg to Minneapolis? 

Mr. Couyer: Northwest Airlines operates a service from Fargo to Winni- 
peg which is a direct connection with Chicago; and the Canadian Colonial 
Airways, the two companies, operate services between Montreal and New York. 

Mr. Donnetity: Are those Canadian companies? 

Mr. Cotyer: One of them, the Canadian Colonial Limited, is a Canadian 
company; while the Canadian Colonial Incorporated is a United States com- 
pany. They have more or less a joint operation so that the ordinary passenger 
feels that it is just one air line. Then, the Boston and Maine operates from 
Boston up to Montreal, and United Airlines operates a service which parallels 
our own service between Seattle and Vancouver; and as is stated herein, ‘Trans- 
Canada Air Lines hopes to provide a service between Toronto and New York. 
We have filed an application with the Civil Aeronautics Authority for permission 
to operate that service, but there ‘has been no action on it as yet. 

Mr. Harris: What service is given between Vancouver and Seattle? 

Mr. Coutyer: What service is given—? 

Mr. Harris: Yes, what is the service; what service is given, what 
schedule? 

Mr. Couyer: Trans-Canada Air Lines operate three schedules a day, and 
United Airlines operates two, at the present time. 

ae Harris: Is that part of the reason why the average is only 26 per 
cent! 

Mr. Cotyer: Well, the time I am speaking of is the present—last year we 
operated 2 schedules between Seattle and Vancouver, but at present we are 
operating 3 schedules and we are in excess. of the 26 per cent passenger capacity 
at the present time. 

Mr. Harris: What is the line of demarkation between profit and loss, or 
deficit in operation, what percentage? 

Mr. Cotyer: I do not believe I could give you that. 

Mr. Harris: Let me ask this question, Mr. Chairman: 26 per cent of 
occupancy will not make a paying line, there is definitely a deficit on the 
Vancouver-Seattle run? 

Mr. Cotyer: I do not believe there is when you take into consideration 
the volume of mail handled. So far as Trans-Canada Air Lines is concerned 
there is not any deficit, because our income for the operation of the service 
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shows a profit. There was another factor that entered into the third schedule 
between Seattle andi Vancouver, and that was the utilization of equipment to 
get our plane back into Vancouver so it would be available for main line service 
instead of tying it up in Seattle. It would have to be tied up there 12 hours in 
order to operate 2 schedules. When we set out to serve the needs of the Post 
Office Department by putting the third schedule on we brought the plane back 
up to Vancouver and had it available for use on the transcontinental service 
as a reserve, and as a result the depreciation charge on the equipment was not 
wasted by the layover in Seattle. 

The CuarrMan: All right, Mr. English. 

Mr. ENGLISH: 

Air EXprEess SERVICE: 

Air express service, which was inaugurated between Montreal, Toronto and 
Vancouver on October 17th, 1938, was extended during the year 1939 to cover 
the Montreal-Ottawa-Toronto schedules when these were established, and to 
Moncton when the training schedule was inaugurated to that city on 
November Ist. 

The amount of business handled has not been large, but it has shown a 
steady and consistent growth, and there is every indication that the service 
afforded is becoming recognized and appreciated by shippers for its convenience 
and dispatch. 

The following table shows the volume of traffic during the year:— 


Number of Weight 
Shipments (Pounds) 


CUD ewe a en Sie alan tdiiee sels ue aly fue eM dines we 289 1,339 
itvel Dian Slob 2 2 VRS preg Oa apy ea eek cA et ee Ln ne oe ama 294 1,077 
LMR DEAR 1's once a he ya Ra 6 i Ms ea 487 2,076 
TEI hye ile oad ones nie eee a ne ec a 809 3,197 
Raven ee ihre er A Sed acto ait ergs sk Seki e ook a hen 1,103 5.249 
Martie NE ee SR ea acea. tush daria clare wedn ce ices 1,026 4,378 
RPT nee Ue relics Mats lkiinas wie weal eid d esee, ws dy locale Sas 913 3,468 
PRAT e Rae Yee cle (Ee celal of dpa sash mie ees ¢ 1,028 4.550 
RICE ome an aT lew vel atie bie lsfs! ah laieietwhi les Tyee 1,066 PVs 
CED Ae PORE ita ar ira coheed ok wile cate amet ael/ 36 a8 1,447 3,923 
WaSifeie Sik ee ate Ue UD eS RRS a re ee 1,249 3,802 
ROSE Eee ie ate! i sitya at pais) Slater Sue saline M6. 1,486 5,684 

Gaal ee ee as ie Se eee aha ellis vo len reyes sash ae ® 10,897 45,819 


Mr. Buack: There is a special statement showing revenue accruing from 
that service? ; 

Mr. EncuisH: It is $23,613. 

Mr. Buack: That service is possible at the present time? 

Mr. Conver: It represents a source of income to Trans-Canada Air Lines. 
It is an advantage to us to carry it. We have the space on the planes, and it 
is another service that is going to require development. This 5,000 pounds 
which was carried in December is nothing as compared to what should be 
carried in an air express service. It does not cost anything to carry It. The 
plane is operating. The crew are there. It is just a case of putting the express 
on the plane. 

Mr. Buacx: How would the rates compare with train express? 

Mr. Conver: They are considerably higher. In most cases the air express 
rate is slightly lower than the postal rate, in other cases 1b 1s higher. Express 
rates are zoned, the Post Office Department rate of 6 cents an ounce covers 
the whole country. 

Mr. Donnetty: Has air express increased much since January 1st of this 
year? 
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Mr, Cotyer: It has been growing, yes; the same as the mail service, pas- 
Senger and express are*showing steady growth. 

Mr. Ross: How do our air express rates compare with those of the United 
States? 

Mr. Coryrer: I think they are almost identical; you see, the Trans- 
Canada Act says that the Trans-Canada Air Lines charges for passengers and 
goods handled shall be competitive with the charges of comparable air lines 


in the United States. That more or less fixes our charges for passengers as 
well as express. 


Mr. Donnetiy: Do you anticipate, Mr. Hungerford, that this express 
will interfere with your earnings by train express? 


Mr. Huncerrorp: I suppose to a degree it is a competitive service. That 
is true with respect to passengers too. 


Mr. Donnetity: And telegraph service also? 


Mr. Huncerrorp: And it affects telegraph services also; as to what extent 
it develops new business no one can say. It is not possible in so far as we can 
see to segregate that so as to determine it. 


The Cuarrman: All right, we will proceed with Property and Equip- 
ment. 


Mr, ENGUuISsH: 


PROPERTY AND EQUIPMENT 
Fright EqQuIPMENT: 


As at December 31st, the flight equipment of the company consisted of:— 


15 Lockheed 14H aircraft, each equipped with two Pratt & Whitney 
S1E2G or S1E8G Hornet engines of 850 horsepower, hydromatic 
full-feathering propellers, and Bendix radio. 5 


Six of the above aircraft were acquired during the year. Five replaced 
in service an equal number of Lockheed 10A aircraft which, due to their limited 
accommodation and slower speed, were not satisfactory from a passenger 
point of view. The five Lockheed 10A aircraft were subsequently sold at their 
depreciated book value, one to the Inspection Division, Department of Civil 
Aviation, and four to the Department of National Defence for use of the 
Royal Canadian Air Force. 

A program of modifications and improvements to flight equipment was 
undertaken by the company’s forces at the Winnipeg repair base with the 
co-operation and assistance of the aircraft and engine manufacturers. The 
major projects completed were:— 

Fitting of wing slots. 

Substitution of improved type of propeller de-icing equipment. 

Revision of heating system. ; 

Installation of oxygen equipment for passengers and crew. 


It is the endeavour of the company’s technical staff to keep abreast of 
progress in the industry and there is a regular exchange of information and 
data with other operators and with the manufacturers.: During the year con- 
siderable experience was gained in connection with icing problems, and the 
company co-operated with the manufacturer and with the National Research 
Council at Ottawa in tests and experiments with a view to fmproving present 
practices. Interesting developments are under way in respect of direction find- 
ing equipment and blind landing equipment, and are being carefully followed. 

Mr. Buacx: There are 14 aircraft in service? 


Mr. Cotyrer: Fifteen. 
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Mr. Buackx: Fifteen—6 of the aircraft were acquired during the year— 
5 replaced. 


’ Mr. Couyer: There is a total of 15 aircraft; 5 of them replaced the 
Electras, and we had nine 14s at the beginning of last year. 


Mr. Donneutity: Have you that amount now? 
Mr. Cotyrer: No, sir; 15 is all we have. 


Mr. Ross: Could we have a short explanation of this, “improved type of 
propeller de-icing equipment ’’? 

Mr. Cotyrr: The original de-icing equipment for propellers consisted 
of a supply of alcohol and glycerine carried in the engine compartment and 
applied mechanically to the propeller blade in such a way that it spread over 
the blade, but it did not keep the ice off the propeller satisfactorily. On these 
new engines the propeller being geared down 3 to 2 it did not work satisfac- 
torily so we have worked out rubber overshoes to go on the leading edge of the 
propeller. The overshoe has grooves of different lengths, and the liquid comes 
out through a pipe and passes down the grooves and passes out on to the 
blade at different points and it is carried down to the edge of the blade. It 
is much more satisfactory, but it is not 100 per cent effective even yet. 


Mr. Ross: It is an improvement? 

Mr. Couyrr: Yes. 

Mr. Buack: I presume there is a statement here of the cost of that equip- 
ment; that is, we have 15 of these machines in service, what is the average cost? 
Mr. EnoeuisH: The 15 aircraft, complete with radio equipment, cost 
$2,202,000. That I might say includes spare engines. We have 10 spare engines 
included in that cost of $2,202,000; a complete airplane costs between $130,000 
and $135,000. 

Mr. Buacx: Is there a spare engine for each machine? 

Mr. EncuisH: No, there are 10 spare engines for 15 machines. 

Mr. Buack: What is their average cost? . 

Mr. Encuisu: The average cost—for the whole aircraft equipment is 
$2,202,000, that is the total cost; the average per machine would be $130,000 
to $135,000. Of course, the cost varies from time to time. If you bought a 
machine a year ago and you bought one six months later you would find that 
your cost’ had gone up. 

Mr. Buacx: I suppose the more modern machine would be a better machine. 


Mr. EnouisH: There are always improvements. 


® 


GrouND EQUIPMENT: 

The hangar at Malton Airport (Toronto), construction of which was com- 
menced in the fall of 1938, was completed in February, 1939. A hangar of similar 
design was erected during the year at St. Hubert Airport (Montreal), and work 
was commenced in the late fall on a hangar at Moncton which it is expected 
will be completed early in 1940. Amn extension to the hangar and shop at Winni- 
peg was also completed during the year. 

Adequate facilities were made available early in the year at the Winnipeg 
repair ‘base for the maintenance and overhaul of aircraft, engines, propellers, 
instruments and radio equipment. . Re 
Improved passenger facilities were provided at all airports. Radio, servicing, 
and other equipment was installed at Calgary and Moncton. 

Mr. Jackman: In your balance sheet you have “Less accrued depreciation 
$634,241.68.” I do not notice anything in the income account for depreciation. 
How do you build up your depreciation reserves among your assets there? 
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Mr. Enouisu: They are divided under the different general accounts. 
They do not show up as one item; so much of the depreciation is on aircraft 
and so much on ground equipment. 

Mr. JACKMAN: Do we get it some other place? 

Mr. EncuisH: I can give you the figures for the aircraft. 

Mr. JAcKMAN: I am a little more interested in percentages. 

Mr. Cotyrer: You are interested in the period of time during which we 


depreciate our equipment. The aircraft are depreciated in four years—twenty- 


five per cent a year; the engines in four thousand hours. 

Mr. JACKMAN: But you depreciate the aircraft apart from the engines in 
four years? 

Mr. Cotyer: The aircraft is four years and the engines in four thousand 
hours of flying. 

Mr. JACKMAN: You apparently consider that more than adequate? ‘You 
think that at the end of four years your fuselage, apart from the engine, is in 
fair condition? 

Mr. Cotyrer: At the end of four years your aircraft, I think, will be obsolete 
for the transcontinental service, but it will still be a good flying aeroplane. 

Mr. JAcKMAN: How is it there is not some item in the income account 
among operating expenses for depreciation? 

Mr. Coryrr: It is an expense— | 
Mr. JAckMAN: Why is it not shown in the balance sheet itself or the 
depreciation account—this $634,000? 

Mr. Cooper: The depreciation expense charged to operation is included 
in the item shown on page 12—‘Aircraft operation and maintenance.” The 
next item is “Ground operation and maintenance,”—and that includes deprecia- 
tion charges on the ground equipment. 

Mr. JACKMAN: It might better read “Aircraft operation, depreciation and 
maintenance”? You merely leave out the word “depreciation”? 

Mr. Cooper: Yes. There is some point in what you say. It definitely 
includes depreciation. 

Mr, JaAckMAN: At no place is there a complete schedule of the various 
depreciation percentages set out? i 
Mr. Coorrr: But we do show on page 9 of the report what the total depre- 
ciation charged to operation is. The second paragraph on page 9 states: 


“ Adequate depreciation reserves have been provided in respect of all 
property subject to depreciation. Depreciation charged to operating 
expenses in 1939 totalled $557,342 and comprised over 20 per cent of the 
total operating costs.” | 


‘And Mr. Colyer has indicated the basis of arriving at that depreciation charge 
—four years for planes and four thousand hours for engines. 

Mr. JackMAN: You feel quite satisfied, from an operating point of view, 
that that depreciation is adequate? 

Mr. Couyrr: Yes. 

Mr. Harris: Mr. Chairman, I think that schedule ought to be filed; it is 
not a long schedule and there would not be very much involved. 

Mr. Coorrer: There would be no objection to filing the statement. 

Mr. Harris: if the air equipment is being depreciated at 25 per cent a 
year, we would like to know that, and if the fixed property is being depreciated 
at two or five per cent, we would like to know that. The word “ adequate” is 
not sufficient for this committee, as I see it, Mr. Chairman. 
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Mr. Coorer: We will file the statement. 

Mr. JACKMAN: I might suggest that in addition to depreciation you need 
obsolescence as well as maintenance. 

Mr. Coorrr: When we speak of depreciation we include obsolescence. That 
is probably a larger factor than depreciation itself. 

Mr. Cotyrr: It might be of interest for you to know that our depreciation 
rate, or the rates that we use, are substantially the same as those used by 
transcontinental operators in the United States; quite similar. 

Mr. Harris: I did not hear that. 

Mr. Cotyer: Our rates are the same as the rates of the transcontinental 
operators in the United States. 

Mr. Harris: How do they compare with the privately owned companies? 

Mr. Cotyrer: Where? 

Mr. Harris: How do the rates compare? 

Mr. Cotyrer: Privately owned companies where, in the United States? I 
am speaking of privately owned companies. 

‘Mr. Harris: We have not any in Canada of any consequence. Of neces- 
sity you have to compare them with the United States. 

Mr. Cotyrer: The ones I was speaking of in the United States are all pri- 
vately owned companies. 

Mr. Harris: Your rates are on a basis similar to theirs? 

Mr. Couyrr: Yes, sir. 

Mr. JackKMAN: Do you not think it would be better if in the income account 
you set up a separate item for depreciation and obsolescence apart from main- 
tenance, as the ordinary corporation does? I am sure the air lines in the 
United States must set that up separately. It gives a better understanding. 

Mr. Coorer: It could be done but we have shown it in the body of the 
report, and, from what I recall of the United States companies, our income state- 
ment is similar— 

Mr. Harrts: Where in the body of the report? 

Mr. Cooper: Page 9. 

. Mr. Harris: That has only the word “adequate”. 

Mr. Buack: Mr. Chairman, I would say the proof of this-is whether an 
adequate depreciation was set up and whether actual money was taken out of 
operations and set aside in a special fund, as a sinking fund, or a special fund 
for depreciation. Is that done? : 

Mr. Coover: No, and we do not agree that that is good policy. The money 
which we provide out of operation for depreciation 1s reinvested as capital and 
avoids the raising of new capital. Trans-Canada has to pay 5 per cent on its 
capital, and we could not set money aside and invest it to produce 5 per cent. 

Mr. Jackman: I would agree with you on that. 

The CuarrMan: Airway facilities. 

Mr. EnGuisH (reads): 


AIRWAY FACILITIES 


Landing fields and other facilities at the airports owned by municipalities 
or by the Department of Transport, and used by the company, were improved 
considerably during the year. Additional runways were constructed where 
required, existing runways extended, and field lighting bettered. Improvements 
were also made at intermediate and emergency fields maintained and operated by 
the Department of Transport. 
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Radio range facilities furnished by the Department of Transport are now in 


operation at all stations along the company’s route from Moncton to Vancouver 
and at the intermediate or 100-mile landing fields. The operation of the radio 
ranges showed consistent improvement throughout the year and the system is 
now functioning with a high degree of efficiency. An improved type of range 
equipment was substituted in Carmi and Crescent Valley ranges in the mountain 


section, and a high frequency range marker installed at Maple Ridge, B.C., the __ 


approximate point at which the westbound flight commences its descent after 
crossing the mountains. These proved of material assistance to the company’s 
operations. New ranges were installed at Megantic, Que., Blissville, N.B., and 
Moncton, N.B., on the Montreal-Moncton run; and at Sterling, Ont. (about 20 
miles north of Trenton), on the direct route between Ottawa and Toronto. The 
first three were in operation in the late fall and the Sterling range at the end 
of the year. The use of the latter range reduces the mileage and flying time 
between Ottawa and Toronto by 48 miles and 15 minutes respectively. Ranges 


are under construction at London, Ont., and Windsor, Ont., to cover the ~ 


prospective Toronto-Windsor service. A radio range installed by the United 
States authorities at Millinocket, Maine, was completed at the end of January, 
1940, as a result of which there is now full radio coverage on the route between 
Montreal and Moncton. 

The weather reporting service operated by the Meterological Branch, Depart- 
ment of Transport, was extended and its staff augmented to meet the needs of 
the expanding service and the increased use of the airway. 

Under arrangements between the Department of Transport and the muni- 
cipal authorities administration buildings were constructed at the Malton and 
Regina airports. 

Mr. Buacx: What is the total investment in radio range facilities? I do 
not know what your unit is, but what is the approximate unit cost between 
different points? 

Mr. Epwarps: The average cost is about $50,000, and there are approxi- 
mately forty across the country between Halifax and Vancouver. They run 
from Halifax to Victoria. The last one is in Victoria. 

Mr. Buacx: Then there is about $2,000,000 invested? 

Mr. Epwarps: Roughly $2,000,000. | 

Mr. JACKMAN: I do not know whether this question is appropriate here “or 


not, but the Signal Corps, as part of the permanent army, maintains various 


weather reporting bureaux. I do not know whether you call them meteorological 


bureaux, or not. I was wondering whether there was any co-operation between 


the two. 

Mr. Epwarps: The services provided by the Signal service—those few 
stations on the Mackenzie River—are subsidized by the Department of Trans- 
port. 


Mr. Jackman: So there is every co-operation possible 
Mr. Epwarps: Everything. 


Mr. LockHart: On the moneys advanced to municipal airports for improve- . 


ments—lI gather there was something over one million and a half—what rate of 
interest is charged on that investment? 


Mr. Epwarps: No interest at all. 

Mr. Lockuart: That is where we are getting some of the possible surplus, 
Mr. Epwarps: No, that has nothing to do with Trans-Canada Airways 
Mr. Locxuarr: It is a gift. 

' Mr. Epwarps: It is a subsidy too. 

Mr. Ross: You state in the report, “Ranges are under construction at 


London, Ont., and Windsor, Ont., to cover the prospective Toronto-Windsor | oti 
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service.’ The airport I am particularly interested in is the London airport 
situated in my riding. I should like to know a little about the type of equipment 
that will be used from Windsor to Toronto and the schedule of flights. It was 
stated in the report that operations would commence on the first of July, but I 
was told a few moments ago that they would not commence until the first of 
August. I should like to have a little information in connection with the type 
of equipment and the schedule of proposed flights between Windsor and Toronto. 

Mr. Cotyer: The present equipment, Lockheed 14s will be used on that 
service. While the schedules have not been definitely set as yet, it is expected 
that there will be two round trips of service per day between Toronto and 
Windsor, connecting, we hope, with service to Chicago, and connecting at 
Toronto with service to Ottawa, Montreal and possibly the Maritimes. 

Mr. Lockuart: Following up the point I mentioned a few minutes ago, the 
Department of Transport has a very large investment in the Airways Facilities; 
I think it is something nearly $5,000,000 altogether. . 

Mr. Epwarps: It is more than that. 

Mr. Lockuart: Is that money just gone with the wind? 

Mr. Epwarps: Oh, no. You could not have an air service in Canada— 
Mr. LockuHart: But nobody pays anything for it. 

Mr. Epwarps: The revenue is not very high, but everybody that uses an 
airport pays for the privilege of landing on it. If you were to fly from Halifax 
to Vancouver you would have to have a field about every one hundred miles. 

Mr. Lockuart: Is there any schedule showing where that deficit lies? 

Mr. Epwarps: In the operating expenses? 

Mr. LockHart: Yes. 

Mr. Epwarps: When the Department of Transport estimates come up you 
will get that information. 

Mr. ENGUISH: 


Personnel 


Personnel at December 31, 1939, totalled 497, being an increase during the 
year of 165 and comprised of:— 


Administrative officers, technical advisers and operations officers.. 12 
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The organization was developed systematically throughout the year to keep 
pace with expanding operations. There was no modification of the high 
physical and educational standards required of prospective employees, and so 
far no serious difficulty has been experienced in securing the desired type of 
personnel. 

The pilot training program was carried on as expeditiously as the provision 
of flying equipment permitted. In all, some 2,096 hours were flown in training 
during the year, and 21 candidates successfully completed the training course and 
were assigned to duty. In order to provide for contemplated service extensions 
and for a small reserve. of trained personnel, a number of pilots are now in 
training, and daylight cross-country trips are being operated in the prairie section 
+ for the advanced training and familiarization of potential captains. 

5931—6 
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On September 1, Mr. P. G. Johnson requested that he be allowed to relinquish — 
his appointment as Vice-President in charge of Operations. The Directors, 
appreciating the personal reasons which prompted the request, regretfully 
acceded to his wishes. Mr. Johnson agreed, however, to devote a certain amount ~ 
of his time to the affairs of the company, and accepted the appointment of Con- © 
sultant. Mr. D. B. Colyer, formerly Chief Technical Adviser, was appointed ~ 
Vice-President in charge of Operations. 4 

Mr. Lockuart: Does the Auditor-General’s report give the details of the 
salaries in connection with the personnel of this department, or is it a closed 
corporation the same as the railways? ie ; 

Mr. Epwarps: Just the same as the railways, yes. 

Mr. Locxuart: There is no way of getting any information at all, then. 

The CuarrMan: Yes. What is the question? 

Mr. Locxuart: I say there is no way of getting any information on com- 
parisons with the cost of other airlines in the States, for instance. 

The CHAIRMAN: If you ask for any information and it cannot be given, it 
will be obtained. Do I understand that you want to compare costs? 

Mr. Lockuart: The desire was to compare the administrative costs of the 
officers and technical men on this line. I say could the information be obtained 
to make that comparison? 

Mr. Huncerrorp: I do not see how we could get that information. 

Mr. Locxuarr: I am not asking you. Is the information available so far 
as Trans-Canada airlines is concerned? 

Mr. Huncerrorp: Just what information, please? 

Mr. Lockuart: The salaries of all the different officers and technical men 
who operate the Trans-Canada airways. 

The CHAIRMAN: As compared with other airways. 

Mr. Huneerrorp: What other airways? 4 

Mr. Lockuarr: I am not asking for anybody else to make a comparison, 
but are the salaries for the Trans-Canada airways of their technical men, 
administrative staff, and what. is paid to the stewardesses and everybody else, 
available so far as the Trans-Canada airways is concerned? 

The CHAIRMAN: Yes. 

Mr. HuNcrrrorp: Yes. 4 

Mr. Locknuart: That is available. If not, where would we get it? : ‘ 

Mr. Huncerrorp: It is available in the records of the company, but it has 
not been the practice to disclose officials’ salaries. It has not been the practice 
in the past. By 
Mr. Gray: Why? | 
Mr. Huneprrorp: Because we are about as nearly as possible a private 4 
company, and that information would be given out to the public. 
Mr. Gray: Sir Henry Thornton’s salary and everything connected with him 
was threshed out. Surely that is available if this committee wants it. 

Mr. HuNncrerrorp: Quite; this committee can order anything. 

Mr. Ross: In connection with personnel, there are a number of bright spots 
in the report but I think one of the brightest ones is on page 4, the last — 
paragraph. . 

The CHARMAN: Would you mind waiting until we get to that? , 

Mr. Ross: Operating conditions were on the whole quite satisfactory. 
There were no accidents involving injury to passengers or personnel. Now, I. 
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think, Mr. Chairman, that the president, Mr. Hungerford, and the vice-president 
in charge of operations, Mr. Colyer, are certainly entitled to the deep appreciation 
and congratulations of this committee on this 100 per cent successful report. 

Mr. Harris: That together with providence and fine weather. 

The CuHatirmMan: Mr. Lockhart, do I understand that you want to obtain 
certain information? 

Mr. Locxuart: I am asking you to proceed to get the information. 

The CuHarrRMAN: If it is the wish of the committee that the information be 
procured, I suppose you should state definitely what information you want to be 
olven. 

Mr. Locxuarr: I would like to have the information myself. I do not 
know whether the committee feels the same as I do about it. 

The CuairMAN: Well, will you give us an outline of what information you 
want? | 

Mr. Harris: It is a dangerous thing to establish a precedent. This room 
could be cleared in a few moments and we could have all the information we 
want. That principle was established when we first established this committee. 
I had the privilege of serving on the committee in the year 1923 or 1924 and 
we established that principle at that time, that the salaries of executive officers 
and all salaries of personnel were available to the members of this committee. 
In doing that we all took our own responsibilty. You can go back to the record. 
and find that is a fact. 

The Cuatrman: Is this in the form of a motion, because if it is it will be 
voted on, and we will act forthwith? 

Mr. LockHart: I will so move. 

The CHairMAN: If this is a motion let us have a seconder and have a 
vote and then we will know where we are at. 

Mr. Locxuart: I will move that the administrative salaries and every- 
thing be provided for this committee, and that if it is necessary, to clear the 
room. 

Mr. Harris: I second the motion. 

Mr. Donnetty: Do you want this information printed? 

Mr. Locxuart: I want it made available to the members of the committee. 
Mr. DonneELLy: It is-given to us in this committee. 

~ Mr. LocxHart: I want it to be available to the members of this committee, 
Mr. DonnELLY: I mean to say that we can come in here in private and 
we can hold a meeting without any reporters, and: the witness can tell us what 
is wanted, but if you want it printed in the record that is a different thing. 

Mr. LockHart: That is immaterial to me. 

Mr. Donnetiy: That is what I want to know. Do you want it printed 
in the report or in private—what the salaries are? 

The Cuarrman: Do you want a written report or a verbal report? 

Mr. Gray: I think Mr. Lockhart would be satisfied with a verbal report. 


Mr. Locxuart: Yes, I will be. 
The CuairmMan: Gentlemen, you have heard the motion; all in favour? 


(Carried.) 


(The committee went into camera at 9.30.) 
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The committee resumed in public at 9.40. 


Mr. LockuHart: It is suggested that we will have surpluses in 1940 if 
certain things are done and I think we are entitled to know, Mr. Chairman, 
the amount of load that the Canadian National Railways are carrying to 
develop the service. 

The CHatirMAN: That has been decided. We are getting the information 
now. Will you proceed, Mr. Cooper? 

Mr. Cooper: Medical department $5,000; publicity $6,000; stores and 
purchasing department $6,000; and the operating department $4,820. (In 
session in camera Mr. Cooper had given the following figures in addition: 
accounting department $4,800, treasury department $600; insurance depart- 
ment $300; legal department $6,000.) : 

Mr. Lockuart: What was the last? 

Mr. Cooper: Operating department. 

Mr. Buack: That is for yearly periods. 

Mr. Cooper: Yes. The total amount is $33,020 per year, and I would 
like to make it clear that these are not official salaries. 

The CHAIRMAN: They are not? 

Mr. Cooper: No. It is the estimated costs to the Canadian National 
Railways of doing work for the Trans-Canada Airlines. 

Mr. JaAcKMAN: Is this estimated cost of $33,020 not in the operating 
expenses some place? 

Mr. Cooprr: Yes, it is 

Mr. JAcKMAN: In other words, the railways are not contributing any of 
this service on which you fix an arbitrary figure for months or for years, and not 
paid by them? 

Mr. Cooper: Not at all. 

Mr. JAcKMAN: It will be your opinion that the Trans-Canada Air Lines 
are carrying themselves? 

Mr. Cooper: Exactly. This charge is intended to fairly compensate the 
Canadian National Railways for the work which it does on behalf of the 
Trans-Canada. 

Mr. JACKMAN: In other words, there are no charges that you can think 
of which are borne by the railway company of services rendered to the Trans- 
Canada of which a proper charge is not borne by Trans-Canada. 

Mr. Cooper: Apart from the general supervision of, say, the president— 
we do not make a charge for the president to the extent that Mr. Hungerford 
has general supervision over the affairs of the Trans-Canada—there is not any 
charge made, but wherever there is any direct expense incurred by the Canadian 
National Railways it is charged up. . 
Mr. Gray: Will you make this clear again: there is not any duplication 
of salaries or expenses by the Canadian National Railway? 

Mr. Huncerrorp: No Canadian National official gets anything extra for 
the work of Trans-Canada, or any other subsidiary as far as that is concerned. 
Mr. JackMAN: It is all overhead and you assess it against each depart- 
ment, and it all goes out in operating expenses? 

Mr. Cooper: Yes. 


Mr. Bercovircu: You would not call it compensation. The Canadian 
National Railway is being indemnified for services rendered to the Trans- 
Canada. 

Mr. Huncerrorp: That is exactly it. 
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Mr. Harris: And the secretary and the treasurer and the comptroller 
and the counsel do not get anything at all. And is there no charge other than 
those enumerated by the gentleman who has just sat down for the services of 
the men—Mr. Hobbs, the secretary, and the treasurer—no charge against the 
operation of Trans-Canada Air Lines for the services of these men? 

Mr. Cotyrer: No, sir. 

Mr. EncuisH: The Trans-Canada does pay full freight charges at tariff 
rates for any rail movement, and full express charges, and full telegraph 
charges. “There is no— 

Mr. Harris: I am speaking about the officers who are listed on the front 
page. The only officer in this group who is drawing any remuneration is the 
vice-president in charge of operations; is that right? 

The CHAIRMAN: And his assistant. 

Mr. Harris: Mr. Chairman, I would like to say this: the directors elected 
by the shareholders, they receive no remuneration; those appointed by the 
Governor in Council in a like manner receive no remuneration; the officers, 
except the two cited, and the consultant, receive no remuneration. With regard 
to the expenses of the directors—do they get any directors’ fees? 

Mr. Huncerrorp: No. 

Mr. Harris: Do they get any expenses from the Trans-Canada? 

Mr. Huncerrorp: I do not know whether they get any expenses or not. 

Mr. Cooper: I do not believe there have been any expenses on Trans- 
Canada. 

Mr. Gray: Do they get any from the Canadian National Railways? 

Mr. Cooper: They do for our business, yes. 

Mr. Gray: It is just a matter of which account you pass, is it not? 

Mr. Coorrr: I do not know that any of them have done travelling for 
Trans-Canada, but they certainly have not charged the expenses to us. 

Mr. LockHart: How is the office work of the Trans-Canada Air Lines 
operated? How is the mail sent out? Js it under the Canadian National Rail- 
ways? 

Mr. Cotyer: We put stamps on our mail that goes to outside points, and 
our own inter-company mail we carry on the plane without stamps. 

Mr. Locxuart: The outside mail is all stamped just as the public do? 
Mire OnYERs.- Yes: 

Mr. Locxuart: Nothing is done by the Canadian National Railways? 
Mr. Cotyer: I am speaking for Trans-Canada. There is no franking done 
by Trans-Canada. We have no franking privilege. 

‘ Mr. Gray: Do Touche & Company audit Trans-Canada? Is it a running 
audit? 

Mr. Conymr: Yes. 

Mr. Gray: By Touche & Company? 

Mr. Cover: Yes. 

Mr. JAcKMAN: The board of directors of Trans-Canada are not the same 
in all cases as the board of the railways. Do these men serve just for the hon- 
our that is in it? «Take those appointed by the Governor in Council, Messrs. 
Edwards, Wilson and Herring. Do they receive anything for it? 

Mr. Huncrrrorp: No, sir. Just as a matter of information three of the 
directors are appointed by the government; the other directors are at the same 
time directors of the Canadian National Railways. I would like to say by 
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way of explanation when we were setting up this organization it became evident 
we were going to require the services of a purchasing department, a stores 
department, a legal department and so on; and it was concluded that we could 
co-ordinate these activities in the different departments of the railway and do- 
the work very much cheaper than we could by setting up separate organizations 
of that kind in connection with Trans-Canada. That was why this arrange- 
ment was made. 

Mr. McCututocu: And probably save two-thirds of the cost. 

Mr. Huncerrorp: I should think easily that. 

The CuHarrMANn: Are you through with this part of it, gentlemen. If so 
we will go ahead until 11 o’clock. 

Mr. Harris: You have only come to directors. What other administra- 
tive officers, technical officers are there in these twelve, Mr. Chairman, twelve 
administrative officers, technical officers and operation officers? Could we have 
the list of the twelve and their remuneration? 

Mr. Cotyrr: I can give you the salaries, the names of the individuals in 
the organization and their salaries. The general superintendent at Winnipeg 
is Mr. Larsen. 

The CHarrMAN: We have decided not to report the salaries. 

(At this stage of the proceedings Mr. Colyer gave the names of the officials 
and their salaries.) 

Mr, LockHarr: You must have been comparing notes with some of the 
American companies. 3 

Mr. Cotyrer: Our pay scale is similar but I think it is probably less. 

Mr. LockHartT: Your general set-up is very similar. 

Mr. CouyEer: The statements I have given I believe cover in general all 
the classes of employees. We have janitors and so on. 

Mr. Buack: What constitutes the crew of an airplane? 

Mr. Cotyrer: The crew of a plane consists of the captain, the first officer 
and the stewardess. 

Mr. Brack: How many crews are there for the fifteen machines? 

Mr. Cotyer: We have at the present time 37 captains, 43 first officers 


and unless one of our stewardesses has got married in the last few days, 44 of 
these. 


Mr. Jackman: Is there any unionization among the personnel of the 
Trans-Canada? 


Mr. Cotyrer: At the present time there is a pilot organization, they call 
themselves, Trans-Canada Air Lines Pilot Association, I believe. They are 
more of a guild than a union. I do not believe they are affiliated with any 
labour union, not to my knowledge. . 

Mr, Brack: Not tied up with any American union? 

Mr. Conver: I do not believe they are. I could not be absolutely certain 
of that because it is not my business. 

ee Brack: You have had no trouble in that regard, no pressure to raise 
rates? | 

Mr. Cotyrr: No. 


_ The Cuamrman: Gentlemen, I should like to have an understanding as to 
whether it is your wish that the salaries and the information that has been 
given recently shall not go in the record. 


Mr. Harris: Only that portion that gives us the relationship between 


the amount of money borne or paid by the Trans-Canada lines or the Cana- 
dian National railway line on behalf of Trans-Canada. 
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The CuHarrMan: Only that portion will go into the record. 
Mr. Harris: Will go into the record. 

The CuHatirMAN: The rest will be withheld. 

Mr. Gray: Have we finished with the witness? 

The CuartrmMan: I think we are about finished for to-night. 


Mr. Gray: I should like to add one thought before we adjourn. We 
might finish with Trans-Canada to-night. 


Mr. Harris: We have not gone over it yet. We were to go through the 
W ae report and then go over it item by item and ask more questions. 


The CHatrMan: Yes, that is fine. I think we had gotten as far as “ Air- 
way Facilities.” 
Mr. Harris: On a point of order; we are more or less a secret session now, 
are we not? . 
The CHAIRMAN: We were until a minute ago. 


Mr. Harris: Nobody has come in since. I want to make an observation 
before we get out of this session. You have your vice-president in charge of 
operations. You have his assistant, and then you have expenses. They are 
costing real money. Then you have a consultant. The relationship between 
the cost of that overhead and the amount of business we are doing, the amount 
of revenue we receive when we consider $1,600,000 are handed to the Post 
Office Department is out of all proportion—I am glad the minister has come 
in as I should like to repeat that statement in the minister’s presence. Mr. 
Chairman, you have Mr. Colyer at a salary which was stated here to-night and 
his assistant. 


The CHAIRMAN: Yes. 


Mr. Harris: Then you have retained a consultant. Then you look at your 
income account. The mail operation is a simple matter for any executive to 
collect. It is only $1,632,873, because it is all re-arranged for them. It does 
not take much of a business executive to get that into the treasury. Then 
take the total revenue of the concern. They have, as I view it, $2,300,000 less 
$1,632,000. They really have to give diligent attention to the matter of 
$750,000 a year revenue. They have to give diligent attention to operating 
a very highly technical and difficult airline system. But with everything that 
is involved in establishing these facilities, Mr. Chairman, I think you are out of 
proportion; and I cannot see why we should have to pay a consultant who is 
probably a resident of another country. I do not know whether he is or not; 
at least his major interest is not centered in Trans-Canada Air Lines, that is 
true. I think consideration ought to be given to keeping that personnel in 
some sort of fair relationship to the amount of business that they are doing, 
and that condition does not obtain when you use this pe latOs sheet as it is put 
before us to-night. 


Hon. Mr. Howe: Mr. Chairman, since the remarks are addressed to me I 
should like to make an explanation. J can say this, that whether the salaries 
are too large or not I can say that by following the procedure we have 
we have been able to start an air line in perhaps the shortest time that an air line 
has ever been started here or in any other country. We have been able to 
operate it continuously since its commencement without a serious accident of 
any kind, without the loss of a passenger. I think there is no air line that 
has ever operated anywhere that has the same operating record. We maintain 
an efficiency of operation that is the best on the continent. I think our record is 
something like 98-2 per cent of schedule flights completed and the average to 
the south of us is about 95 per cent. The reason, I think, we have been able 
to do that in this country—we are not miracle men here—is that we have gone 
into the matter and obtained the services of the best men that were on the 
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continent to do that job. We have paid them what is the current rate for that 
type of service, and no more. We have not paid them extravagant salaries. 
I think the men we have there would have no difficulty whatever in selling — 
their services at the rate that we are paying. In fact our difficulty is, | may. 
say, in the presence of one of them, to keep them here on the job. 1 think 
we could have their resignations to-morrow with the best of good will if 
they had any doubt that they were not doing a job here. 

As far as the financial position of the company goes I think the main 
thing is to keep those planes operating efficiently; and there is a tremendous 
amount of technical information required for that purpose. Mr. Colyer has — 
been urging me for the last year to appoint a successor who could be trained. 
Frankly I have not been able to recommend to him any man that I believed 
could in a short time be trained as his successor. I have asked him to try cin 
and develop him from the air line itself; and I know that he is endeavouring - — 

4 


to do that. Personally I am very sincerely hoping that we can retain the 
services of Mr. Colyer at the salary that we have mentioned or,.if it takes 
a little more to keep him, I hope we can retain his services until he can have 
trained from the personnel of the air line a successor that can operate that-air 
line as well as he can. Operating an air transport system is not like some othe: 
business where second best may be good enough. Second best on an air line 

may result in dropping a plane load of passengers in one year or something 

of that sort. If we can avoid that, as we have up to this time, I, at least, am 

not one to question the salaries that make it possible to do so. 

Mr. Harris: Before the minister came in, perhaps it would be of interest 
to note that the congratulations are already embalmed on the record along 
with our thanks to God at the same time. So that had he been here he would 
not have needed to make that observation. 

Mr. Gray: Can we adjourn, Mr. Chairman? 

The CuarrMan: Do you want to finish this affair? 

Mr. Gray: I move we adjourn. You have had three sittings to-day. 
Surely that is enough. You cannot finish to-night. 

The CHarrMAN: Before we go, let us understand when we shall meet again. — 
Shall we meet to-morrow at eleven? ; 

Mr. Grey: Tuesday. 

The CHatrrMAN: Well, I do not think Tuesday meets with general favour. — 
However, it is up to the committee. I should like to see the committee get 
on with its work as soon as we can and get finished with it. 

Mr. Gray: I have known this committee to sit for weeks. 

The CHAIRMAN: Yes, but there is quite a difference. 

Mr. Gray: We have made wonderful progress to-day. Surely we are at 
least entitled to have time to read the report. I move that we meet next 
Tuesday at eleven. 

Mr. Buack: I second it. 

The CHAIRMAN: You second the motion? 

Mr. Buack: . Yes. 

Mr. Gray: Question. 

- The CHatrMAN: All right, gentlemen. There is a motion that the com- 
mittee adjourn until Tuesday at eleven o’clock. All in favour of the motion? 
Against? I declare the motion is carried. 


; ye committee adjourned at 10.10 p.m., to meet again on Tuesday, July 9, 
at a.m. 
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MINUTES OF PROCEEDINGS 


11.00 a.m., 
July 9, 1940. 


The Standing Committee on Railways and Shipping owned, operated and 
controlled by the Government met this day at 11.00 am. Mr. J. P. Howden, 
the Chairman, presided. 


Members present were: Messrs. Bercovitch, Black (Cumberland), 
Donnelly, Dubuc, Emmerson, Gray, Hansell, Hanson (Skeena), Harris (Dan- 
forth), Howden, Howe, Jackman, MacInnis, McCulloch and Sissons.—15. 


In attendance were: Mr. 8. J. Hungerford, President, Canadian National 
Railways; Mr. R. C. Vaughan, Vice President, Canadian National Railways; 
Mr. T. H. Cooper, Comptroller, Canadian National Railways; Mr. W. M. 
Armstrong, Assistant Chief of Research and Development; Col. V. I. Smart, 
Deputy Minister of Transport; Mr. A. V. Franklin, Railway Auditor, Depart- 
ment of Transport; Mr. O. A. Matthews, representing George A. Touche 
& Co.; Mr. D. B. Colyer, Vice President, Trans-Canada Air Lines; Mr. W. F. 
English, Assistant to the Vice President, Trans-Canada Air Lines; Mr. G. 
Herring, Chief Superintendent, Air and Land Mail Service; Post Office Depart- 
ment. 


Information requested at previous meetings respecting elevators, coal, 
pensions, hotels and revenues. per traffic unit per mile, was furnished by 
officials of the Canadian National Railways. | 


Mr. Herring was called and examined on mail contracts between the 
Post Office Department and the Trans-Canada Air Lines. 


Witness retired. 
Consideration of the Report of Trans-Canada Air Lines was resumed. 


The Committee adjourned at 1.00 o’clock to meet again on Thursday, 
July 11th, at 11.00 a.m. 


JO PADOYEE, 
Clerk of the Committee. 
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MINUTES OF EVIDENCE 


House or Commons, Room 277, 
July 9, 1940. 


The Standing Committee on Railways and Shipping met at 11 am. The 
Chairman, Mr. J. P. Howden, presided. 

The CuatmrMAN: Order, gentlemen. I think we have a quorum, and we 
always have plenty to do in this committee. If it is the wish of the committee, we 
will proceed. There were a number of questions placed before the committee 
at the last sitting and the officials of the railway have replies to those inquiries. 
If it is the wish of the committee, we shall commence in this way. If I hear 
nothing to the contrary, we shall proceed along those lines. 

Mr. Huncerrorp: Is it satisfactory to have Mr. Armstrong read the 
questions and answers? : 

The CHarrman: Yes. Mr. Armstrong will read the questions and the 
answers. 

Mr. Armstrone: There was a question asked by Mr. Donnelly in regard 
to the storage of grain in elevators operated by the C.N.R. The answer is:— 


C.N. Tariff CR-200 covers storage and other charges on grain in 
Saint John, N.B., and Tiffin No. 2, Ont., elevators. These elevators are 
the only two operated by the Canadian National Railways in Canada. 
The tariff of rates in effect is on a parity with those of other similar 
elevators in Canada; is filed with, and has the approval of, the Board 
of Grain Commissioners, which fixes the maximum rates. All grain now 
in storage in these two elevators is being assessed the storage charges, as 
named in C.N. Tariff CR-200. 


Mr. DonNELLY: Who runs the elevator at Halifax? 
Mr. Armstrone: That is a government elevator. 
The CHairman: Is there any further need of discussion before we leave 
that? 
Mr. Donnetuy: You take the maximum charge? 
Mr. ARMSTRONG: Yes. 
Mr. Donneutiy: As set by the Board of Grain Commissioners? 
Mr. Armstrong: Yes. There is a tariff, 
Mr. Donneuty: I know there is a tariff. The Canadian National charge 


is set by the Board of Grain Commissioners. Of course, you have been making 


a lower charge there. I was wondering if there was any agreement for a lower 
charge than the maximum that was set by the Board of Grain Commissioners. 
Mr. Armsrronc: All the grain handled is under the tariff as approved by 
the Board of Grain Commissioners. 
Then there was a question by Mr. Hansell as to the approximate amount of 
coal ordered from different parts of the country including American coal. The 


answer to that is:— 


Coal received for use in Canada in 1989 Quantity 
esterase. Le. |. A et O40 TS tons 
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Mr. DonNELLY: What year is that? 

Mr. ArmMstrROoNG: That is for the year 1939. 

Mr. Donnetty: Is that more or less than it was in 1938. How does it 
compare with 1938? 

Mr. Armstrone: Mr. Vaughan says there is a little more Canadian coal 
in 1939. 

Mr. Donnetty: Do you contemplate there will be more Canadian coal? 

Mr. VAUGHAN: Yes, there was more Canadian coal used in 1939 than in 1938. 

Mr. DonnELLy: Do you contemplate that in 1940 there will be still more 
Canadian coal used? 

Mr. Vaucuan: No, we do not; because we cannot get Canadian coal. 

Mr. Buack: You cannot get Canadian coal? 

Mr. VaucHAN: No. 

Mr. Buack: There are lots of mines in our province that are working only 
one or two days a week. 

Mr. VaueHan: Some of them do not produce the type of coal we can use 
economically; and in other cases the cost of haul is too high in the territory 
west of Montreal where that coal is used. 

Mr. Harris: Does the 10 per cent exchange tax not help? 

Mr. VaucHAN: It helps the Nova Scotia coal situation to some extent. 

Mr. Harris: By 10 per cent? 

Mr. VauGHAN: Yes, by 10 per cent. But the situation is, of course, that 
they have a definite market for coal down there. I think, as you know, that the 
only company shipping coal in any quantity up the river is the Dominion Coal 
Company, and they have a tremendous demand for bunker coal for the paper 
industries. They are not able to give us the tonnage of coal up the St. Lawrence 
river that they have in past years. 

Mr. Buack: The smaller mines down there have been operating under 
very great difficulty. There has been a great deal of discontent down there 
because, when the whole country is supposedly busy, they are working only 
one or two days a week in the smaller mines in Cumberland and Pictou counties. 

Mr. Vaucuan: Yes. We take considerable coal, of course, from Pictou 
county. I take it the mines in the Maccan District are what you are referring to. 

Mr. Buack: Yes. 

Mr. VaucHan: We do use only a certain amount of that coal; we can use 
it only in certain territory economically; and they have no facilities for trans- 
portation up to Montreal. 

Mr. DonneLity: On account of the exchange rate of 10 per cent, you 
should be using more western coal. 

Mr. VaucHan: Yes. We are using western coal at the present time down 
as. far east as a place called Savant Lake which is the first division point east 
of Sioux Lookout; we use eastern Canada coal as far west as Cochrane on the 
northern line and to Sudbury and Foleyet on the south line. 

Mr. McCutuocu: I might say, as far as the Maccan District is con- 
cerned, that Mr. Avard, general manager for the Maritme Coal, was in Mont- 
real yesterday interviewing Mr. Vaughan. The amount of coal that has been 
taken from that district in the last five months has just doubled-as compared 
with the quantity taken for the first five months in 1939, and it is Mr. 
Vaughan’s intention to increase that as much as possible. If the same. pro- 
portion of increase keeps up for the balance of the year as there has been for 
the last five months, it will be a great deal better for that district. That is 
about right, is it, Mr. Vaughan? 
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Mr. VAUGHAN: Yes. : 
} Mr. Buack: What about the price being paid? Is there an increase in 
the price? ; 

Mr. VaucHaN: There has been an increase in the price in some of the 
districts. There has been no increase in western Canada. In districts in 
eastern Canada where costs have gone up, they have been allowed some 
additional amount for their coal. 

Mr. Buack: What would the average per ton amount to? 

Mr. VaucHan: About 25 cents a ton in the east. But there are some 
mines down there that have not asked for any increase and they have not got 
any increase. 

Mr. Hansetut: What determines the decision to get coal at any particular 
point? 
~ Mr. Vaucuan: It is entirely determined by the cost. In arriving at the 
cost, the quality of the coal and the length of haul is taken into account. Of 
course, when we buy American coal, we stack up every cost against it—exchange, 
freight and everything that is involved. 

Mr. JAcKMAN: I do not know whether this question has arisen yet or not 
with respect to this new ten per cent tax; but as I see it, the Foreign Exchange 
Control Board will get all the exchange arising from the sale of any of our 
goods to the United States. Then they parcel that out to the various importers 
in Canada who pay the tax. When they buy that exchange, are the Canadian 
National Railways and the Trans-Canada Airlines entirely separate and 
treated as if they were individual companies and not the government itself? 
For instance, I suppose when the government buys something in the United 
States in the way of munitions, they do not have to pay the 10 per cent tax 
because it is paying in to itself, as it were. But the railway, when buying coal 
in the United States, would be subject to the 10 per cent tax, would it not? 

Mr. VAUGHAN: We are treated just lke a private company. We pay 
every charge the private company pays. 

Hon. Mr. Howe: Just to keep the record straight, I might say that the 
government does pay the tax on its purchase of munitions. The government 
itself pays that tax, as the railway and Trans-Canada do. 

The CHAIRMAN: Is there any further discussion? If not, we shall proceed. 

Mr. Armstrone: The next question was asked by Mr. MacInnis. The 
question was: Could the Committee have a list of the persons receiving pensions 
who .are otherwise engaged, particularly in government business or for the 
railway? The answer is:— 

To answer this question would entail the work of examining over 
5,000 individual files. A check of the records from January 1, 1935, 
to date indicates that 243 pensioners under the C.N.R. General Pension 
Plan were given permission to take up other employment. Of this 
number 209 are presently living, but it does not necessarily follow they 
are gainfully employed. Under the C.N.R. General Pension Plan it is 
estimated that the number of all pensioners who received permission to 
take up other employment and are now living, would not exceed 275. 
The large majority of those requesting permission to take employment 
are receiving small pensions. 

The CHamrRMAN: I should ‘like to put a question there myself. Suppose 
the pension of one of those individuals was not sufficient to keep him alive? 
Is he debarred from taking employment? 

Mr. Cooper: No, sir. The pension rules provide that the receipt of a 
pension from the railway does not debar the pensioner from taking up other 
employment, provided it is not considered detrimental to the interests of the 
railway. 
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The CuHatrMAN: Thank you. 


Mr. Armstrone: The next question was asked by Mr. Sanderson. He 
requested a brief synopsis of arrangements under agreement of July 28, 1938, 
between Canadian National Railway Company and Canadian Pacific Railway 
Company with respect to “ Hotel Vancouver,” Vancouver, B.C. Shall we read 
this or just put it in the record? It is merely a digest of the agreement, Lane 
the terms, 

The CHAIRMAN: Does anybody desire to hear it read? 


Mr. McCuutocu: No, put it in the record. 
The synopsis is as follows: 


A Company to be incorporated under the Dominion Companies Act, 
to be known as “ The Vancouver Hotel Company, Limited” to lease and 
operate the Hotel property owned by the Canadian National Railway Com- 
pany at Vancouver. 

The authorized Capital of the Hotel Company to be $500,000, to be 
subscribed and paid for by the parties to the agreement in equal amounts. 

The Hotel Company to have a Board of Directors of six persons, three 
of whom to be nominated by the Canadian National Railway Company 
and three by the Canadian Pacific Railway Company, the President and 
Vice President of the Hotel Company to be chosen in alternate years from 
the National Directors and the Pacific Directors, so that in the year in 
which the President is chosen from among the National Directors the Vice 
President shall be from among the Pacific Directors, and vice versa. 

The Canadian National Railway Company to complete the hotel, 
ready for operation, and lease it to the Hotel Company for a term of 21 
years, with a provision for renewal for a further period of 21 years on the 
same terms, save as to right of renewal. 

The Hotel Company to pay the Canadian National during the term 
of the lease an annual rental equal to the net earnings of the Hotel Com- 
pany from operations in the next preceding calendar year, the rental 
payable in respect of any such year not to exceed $280,000. 

In consideration of the Canadian Pacifie undertaking to close its - 
hotel at Vancouver and to transfer certain of its furniture and furnishings 
to Canadian National without charge and not to operate or become 
interested in the operation of any other hotel at Vancouver during the 
term of the lease, and further agreement to allow interest at 2 per cent 
per annum to the Canadian National on the amount realized from sale of 
the property, or agreed sale value of any unsold portion, or net salvage 
from portion demolished (less cost of alterations or expense in connection 
with the sale) and also paying to the Canadian National one-half of the 
interest received on any unpaid instalments under agreement of sale, the 

.Canadian National to pay to the Canadian Pacific, as received, an amount 
equal to one-fourth of the rental received by it from the Hotel Company. 

The cost of administration of the Canadian Pacific Hotel when closed 
to be borne equally by the Canadian National and the Canadian Pacific, 
until the property is disposed of. 

If the Canadian Pacific Hotel property not sold within three years 
of the closing of the Hotel, the hotel building to be demolished. 

The Canadian National and Canadian Pacific to each be afforded 
equal facilities in the Hotel for its Railway, Telegraph and other business, 
each paying a fair rental on the space occupied by it, and assuming all 
expense incidental to the equipment and operation of the space. 


Mr. Armstrrone: The next question was by Mr. Lockhart, and was as to 
the amount there was invested in hotels operated by the Canadian National 
Railways. This statement shows the investment in each of the hotels, eleven 
in number. May we put it in the record? 
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Mr. Buacx: We had better have it read, had we not? 
Mr. Armstronea: All right. The answer is as follows:— 


Canadian National, Charlottetown, PEJ.. .. .. ..$ 860,653 30 
Pictou Lodge, Pictou, 0: Br) eee 199,456 21 
Nova Scotian, Halifax, INO... I Fe tN ADA TOG A. 
Chateau Laurier, Ottawa, Ont... eee 6 rity a teal NS, 08d, 170.20 
brincewwuiure bore Archur, Ont. . eee ey lw LL 90 866. 50 
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Jasper Park-Lodee Jasper,’ Alta . amar ot ie eC 2,683,460 97 
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Mr. JAcKMAN: That is the capital cost? 

Mr. Armstrone: That is the capital investment as at the end of last year. 

Mr. JAckman: That still stands on the books? That is the original capital? 

Mr. Harris: No depreciation has been set up in this account? 

Mr. JAckKMAN: None of these have been written off? 

Mr. Armstrone: No. 

Mr. Harris: I want to be clear on that point. There is no depreciation 
set up in this account. Is that right? 

Mr. Armstrone: That is right. 

Mr. Buack: There is no reserve fund set up analogous to the depreciation 
fund set up in other cases? 

Mr. Armstrone: No, not for the hotels. 

Mr. JAcKMAN: The hotels were not included in that big write-off some 
years ago of the assets of the C.N.R.? The hotels still stand at the original 
capital cost? 

Mr. Armstrone: That is right. 

Mr. Cooprr: I might say that in the capital revision to which you referred 
there was no writing down of the hotel property investment. ‘Certain worthless 
capital stocks were written out, also government loans for deficits, and unearned 
interest. With respect to the depreciation of hotels, I think it should also be 
made clear that maintenance of hotels, renewals of the fittings and furnishings is, 
of course, taken care of through the operating expenses. 

Mr. Buack: Is that taken care of on a regular percentage basis per year? 

Mr. Coorrer: No. It is taken care of currently as the expense is incurred. 

Mr. McCuutocH: It is not charged to capital? 

Mr. Cooprrr: No. 

Mr. Buack: Is there a certain percentage taken for each hotel for the 
furnishings each year, or does it vary according to the earnings of the respective 
hotels? 

Mr. Cooper: It would depend on the condition of the furniture and 
fittings, if they need repair or renewal, the work is done and the expense is 
charged to operating expense. 

Mr. Buack: It is not put on a percentage basis at all? 

Mr. Coorrr: No. 

Mr. Jackman: You are not doing anything with respect to the hotels— 
Mr. Coorrr: As far as the buildings themselves are concerned, no depre- 
ciation is accrued. 
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Mr. JAcKMAN: Like the Trans-Canada they can invest their depreciation 
reserves in new assets all the time. But in the hotels you cannot very well do that 
because you cannot invest sufficient money to compensate for depreciation or 
possible obsolescence of new furnishings all the time. It is not physically 
possible, is it? 

Mr. Cooper: Take an example. I do not see why we should depreciate 
the Chateau Laurier hotel building and not the Union station building. If you 
adopt the practice of depreciating all property, all fixed assets, then you would 
have to extend it to tracks, shops, stations, bridges and other fixed property. 
You could not reasonably pick out a particular building and say that building 
should be depreciated and the adjoining buildmg should not. 

Mr. Harris: But we have depreciation with Trans-Canada Air Lines. 

Mr. Coorsr: I think that is different. The policy of applying deprecia- 
tion accounting to railroads is a matter which has been considered very exten- 
sively by the United States railways under the direction of, the Inter-State 
Commerce Commission, and while it is mandatory to include depreciation with 
respect to equipment it is not mandatory, and it is not expected, that the rail- 
ways of the United States should include depreciation on their fixed assets, 
and practically none of them is doing so; and we in Canada are on all fours 
with the United States railways. 

Mr. Harris: Just a question there; we in Canada are not on all fours 
with the Canadian Pacific Railway Company, they have depreciation account- 
ing set up for all their equipment. 

Mr. Cooper: For their equipment; no, sir. 

Mr. Harris: What is their depreciation set up for? 

Mr. Cooper: They have depreciation accounting with respect to their 
steamships and hotels. Their depreciation accounting with respect to their 
hotel system is a matter that goes back some three years; and there were certain 
reasons why that was done, and in that respect the Canadian Pacific is not 
consistent in that it does not apply depreciating accounting to its other fixed 
assets. 

Mr. Harris: The Canadian National does that? 

Mr. Coorrr: No, they do not. 

Mr. Harris: The Canadian Pacific does with respect to its hotels? 

Mr. Cooprr: Yes; and in that respect they are different. 

Mr. Harris: But the Canadian National does not? 

Mr. Cooper: That is true. 

Mr. JAckMAN: When do you arrive at the point where you do not continue 
to build up the cost of hotels? Take, for instance, the Chateau Laurier with 
its capital figure of $8,000,000 odd; when do you stop adding to that? I 
understand, Mr. Chairman, the witness now to say that everything now is 
charged against operation account. That is to say, if they put in new furniture 
and new fixtures, whatever new capital they put in, the higher the cost of that 
hotel becomes; would not that be a charge against operating account; is that 
not correct? 

Mr. Coorer: No, I do not say that. With respect to improvements or 
additions, if the cost is $500 or more it is added to property account, that is 
to capital account. 

Mr. Harris: If you renewed the beer parlour, I suppose that would be a 
charge to operation, or would it be a charge to capital? 

Mr. Cooper: If it were a renewal, it would be charged to operating 
expense. 

Mr. Harris: Mr. Chairman, I wonder if we could have the capital 
account, say just for the last four years, to see if we could figure out what 
these items amount to? 
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The CuamMaNn: Do you wish that submitted now or a little later? 

Mr. Harris: I would like to have it now. 

Mr. Buack: While he is getting that figure, I do not see any statement 
about the Vancouver hotel in this material. 

_ Mr. Armstrong: This statement shows the hotels operated by the Cana- 
dian National system; the Vancouver hotel is operated Jointly with the 
Canadian Pacific Railway. This statement was made up to correspond with 
the revenue and expense statement which was turned in at the last meeting. 

Mr. Buack: Have you any figures with regard to the cost of the 
Vancouver hotel? 

Mr. Coorer: The cost of the Vancouver hotel up to 19389 was $11,607,000. 

Mr. JAcKMAN: Was that the total investment, or the Canadian National 
share? 

Mr. Cooper: The Canadian National provided the building completely 
furnished; the Canadian Pacific fiave no proprietory interest in the building. 

Mr. JACKMAN: Just an operating interest? 

Mr. Cooper: Yes. 

Mr. JACKMAN: Just in connection with that; did I understand you to say 
that all expenditures over $500 were capitalized? 

Mr. Coorer: No. I will put it this way; any expenditure of capital under 
$500 is taken into operating expense, but all maintenance and all renewal 
expenses, irrespective of the amount, goes into operating expenses. 

Mr. JACKMAN: I see, so the capital account is therefore growing continu- 
ously from year to year and you are not setting up any depreciation? 


Mr. Cooper: Assuming the property is being added to or extended. We 
make retirements in the same way. Take for instance the beer parlour to which 
you referred, if it were discontinued we would write down the investment. We 
deal with retirements just as we deal with additions and extensions. 


Mr. JAcKMAN: I quite understand. There would likely be more additions 
and betterments than retirements in the ordinary course of events. 


Mr. Coorrer: With the hotel business growing the way it is I think that is 
quite natural. There is no reason why a building should be stabilized at its 
original cost. 


Mr. JackKMAN: What I am trying to arrive at is, we are widely interested, 
and I want to know whether we are operating at a profit or loss; whether this is 
an overstatement or an understatement, as the case may be, irrespective of 
what the accounting practice may be in any other system. If an hotel is a 
wasting asset it should be depreciated, 2:5 per cent or 4 per cent, you see; 
whatever it might be, irrespective of the accepted standard there. That being 
the case, then surely we could depreciate that, not charge it in our books to 
operations; don’t you agree with that? 

Mr. Cooper: Yes, except that the practice recognized in respect to fixed 
assets is not to accrue depreciation thereon. 

Mr. Jackman: Irrespective of what the practice may be, I want to find 
what the true loss or profit may be. We operate an hotel system, and if it is 
true that hotels are depreciated, certainly the hotels of United hotel system are, 
I think ours should be also. You will agree with me there, I think. These 
buildings are still hotels, even though they are part of the railway system; 

they depreciate. I do not see how we can get a true statement of the profit and 
loss account unless you take into account the fact that some parts of the capital 
is being dissipated every year; and you are not showing it on your books. 

Mr. Cooprr: I think these accounts must be read with a certain background 
of knowledge. The balance sheet itself declares what is done with respect to 
depreciation accounting. 
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Mr. JACKMAN: That is page 11, is it not? 


Mr. Coopmr: Yes, page 11: “Depreciation accounting is applied to rolling 
stock owned by United States lines, and retirement accounting is applied on the 
basis of original cost to other units of the property on the System;” and, of 
course, that has been changed since the first of this year; depreciation accounting 
is now applied to rolling stock owned both by the United States and the Cana- 
dian lines; but retirement accounting is still continued with respect to fixed 
assets. 


Mr. JAcKMAN: Yes, I am not discussing what to do in connection with your 
rolling stock. Obviously, with your rolling stock, depreciation goes on from 
day to day. You can see it in your very short term equipment trust agreement. 
You have got to depreciate, it is too obvious a thing not to take account of; 
but the less obvious depreciation that goes on just as inevitably is that in the 
hotels and that must be taken account of if we are to get any kind of a true 
statement. I mean, take the western hotels, jn their case perhaps depreciation 
is not so large an item, but there is still a great deal of depreciation. There 
are a great many things which are not as good now as they were when they 
were built. Take the east wing of the Chateau Laurier here, the hotel with 
which we have just been dealing, there are parts of that hotel which are not 
nearly as good in the old east wing as things are which are in the new wing, 
and that is something which must be taken into account. Unless you are going 
to face a real capital write off at some given date in the future you must accrue 
your depreciation as a charge against your operations from year to year; am I 
not right there? 


Mr. Cooper: Yes, I have no difference of opinion on that point. 


Mr. JACKMAN: Your difficulty is that you are operating on the custom of 
other places; which I think you will agree with me is probably wrong, or it does 
not show a true picture. I do not see why we should not do it correctly. I do 
not see why we should follow a wrong system even if there may be a lot of 
precedent for it. We should get a true statement of the situation. 


The CuHatrmMan: Gentlemen, I do not believe it is the function of this 
committee unduly to criticize control of the railway. I think we are here for 
the purpose of receiving their report and enquiring into the control and manage- 
ment of the railway, and in our final report if we have any cause to.differ from 
the management of the railway we can bring that to the attention of the house 
then. 


Mr. Harris: Mr. Chairman, on a point of order I think much of this 
criticism is not so much criticism as just seeking information. 


The CHatrMAN: I was inclined to think that we had gone past the point of 
secking information. We are certainly here to get information, but not to dis- 
pute with members of the railway plans adopted by them in its control. I 
would say, if we believe improvement could be made, we should make mention 
of that in our report to parliament, which will be submitted forthwith. TI may 
be wrong, but that is my attitude. ‘ 


Mr. JackMANn: I might say, Mr. Chairman, that as a new member I should 
be sufficiently humble about everything, and I may make a few errors in trying 
to find my way about; at the same time the minister is here, and this is a 
question of major policy, and I think we are at least entitled to an answer as to 
whether or not what we are talking about, what I am suggesting, is entirely 
irrelevant and merely endeavouring to make trouble, or whether there is some- 
thing in it, and whether it should be given consideration by the Minister of 
Transport and by his department. 


Hon. Mr. Howe: If I might answer that, I think it is hardly fair to say 


that we do not give a true picture. The true picture, of course, is that in the © 
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_ Canadian National Railways we do apply depreciation on rolling stock, but not 
on the balance of the system, on the fixed charges. Now, the theory of that is 
well established in railway accounting. This is the theory, that with a 
normally maintained railroad there is no depreciation in that renewals are made 
as parts wear out. For instance, as a rail wears out it is replaced by a new rail 
and that is charged to operating account. That does not apply, you might say, 
to railway stations and hotel buildings. The Canadian Pacific make it a 
practice to depreciate their hotels and steamships and nothing else. It is rather 
hard to find the logic of applying it to hotels and not applying it to railway 
stations and things of that sort. As a matter of fact, we do not, and that is the 
true position as far as the Canadian National Railway accounting goes. If we 
had a large surplus I would be very keen for that sort of thing, but I am opposed 
to setting up funds within the railway as long as that railway is operating a 


deficit operation. We pay the railway only sufficient cash to meet its cost of 
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operation, we do not think it desirable to set up a depreciation fund within the 
system. If we were to set up depreciation we would be called upon for a larger 
cash requirement, and the railway presumably would have a depreciation fund 
within its set-up. We have not considered that that was wise. 

Mr. JAckMAN: May I say to the minister, Mr. Chairman, with respect to the 
United States that I do not think the hotel systems of that country are bound 
up with the railway systems as is the case in Canada. 

Hon. Mr. Howe: I did not intend to speak of the United States; I was 
speaking of the Canadian Pacific Railway. 

Mr. JAckMAN: Their hotels must bulk largely in their accounts too as they 
do in the Canadian National. I think the hotel systems of both our railways are 
fairly substantial items. At the same time, I admit there may be very good 
grounds for differentiation between our system and that typical of American 
railways. And in answer to your other question about the government supplying 
cash to meet the deficit, it is not necessary in this case. You merely set up an 
account to get at what your depreciation should be. It is not necessary to 
increase your deficit to do that, you set up a bookkeeping item which merely 
indicates to you what that amounts to. We do not need cash to show this item. 
We must show our capital asset as being depleted from year to year rather than 
standing on our books at a certain figure until we lose the whole thing. I think 
there is a real point of policy here, but I do not wish to pursue it further. 
Possibly some mention of this point may be desirable in the report of this 
committee. 

Mr. Harris: Just one other question on this matter of depreciation: Is depre- 
ciation accounting applied on the rolling stock owned by the Canadian National 
Railways? ‘aa 

Mr. Cooprr: Yes, from the Ist of January, 1940. 

Mr. Harris: One other question on the point: I indicated a few moments 
ago when I asked for the capital amounts that I would like to have it shown as 
at the end of the last three fiscal years for one hotel. I would like to have the 
capital amount in the form of a statement for each one of these hotels for the 
last five years. When they make the computation they might put in the total 
figure. It is a very simple matter. They probably have it there. 

Mr. Cooper: May I go back for a second to the C.P.R. situation? I 
think it is common knowledge that within the last three or four years they 
gave up operation of the Place Viger Hotel and the Hotel Vancouver. Had 
they been on retirement accounting I am inclined to think that the charge 
would have been quite as much as if they had been on depreciation accounting. 

Mr. JAcKMAN: They take it out of their capital assets and charge it to 
the operations in one year. 
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Mr. Cooper: Or to depreciation reserve. If they were on depreciation 
accounting they would write the loss off to reserve. 

Mr. JAckMAN: But it is better to know from year to year where you 
stand. lu the case of the Chateau Laurier, that hotel must be making a mint 
of money. Any hotel that is soundly constructed in finance at the beginning— 
I am not an expert on hotel accounting—and not charging more than sixty per 
cent—that surely must be the break-even point—when it is operating at perhaps 
ninety or ninety-five per cent, must be making money. When you do not 
adopt depreciation accounting you are really overstepping your profits from 
year to year, as you are not assessing the true cost of operating the hotel 
because in every year there are so many hundred thousands of dollars in true 
depreciation which should be written off and which would give you the true 
picture of the net profit. That is what I am trying to arrive at. 

Hon. Mr. Howe: These accounts are merged. I doubt if the railway ever 
gave to other than the committee a statement of the individual receipts and 
expenses of eath hotel; it is part of the system. I can see your point. You 
would suggest having all accounts within the account to show that depreciation 
had accrued in hotels to such an extent. However, it would only be an account; 
it would not represent money, I hope, because we would not like to put up the 
amount that is required to depreciate the hotels as a deficit. 

Mr. Jackman: I do not see how we are going to know whether the hotels 
of the railway are making or losing money. 

Hon. Mr. Howr: By and large the test of that is the maintenance of your 
system. If the maintenance is at a standard, presumably your assets by and 
large have not wasted. You can take out one item and say that is not true of 
this item, but over a far-flung system representing over two billion dollars it 
works out fairly well. These items are not large in the bulk. 

Mr. JACKMAN: I would not deign to tell one of our Canadian engineers 
how depreciation works even for a railway system. 

Mr. Harris: We are only interested in seeing the debits and credits on 
property charged. We cannot hide behind the skirts of an auditor, Mr. 
Chairman. 

Hon. Mr. Howe: I think it is a question of what to do. If this committee 
votes to recommend to the management that we charge depreciation accounting 
on hotels, we will be glad to set up an account in that way. But I doubt if it 
will solve the railway problem particularly. 

Mr. Buackx: Where is the statement of the results of the operation of each 
of these hotels? I have not seen it, or even a summary. I have not had a 
chance to study these reports. 

Hon. Mr. Hown: I do not think they are ever made public. 

Mr. Armstrone: ‘There was a statement put in the record at the first 
meeting of the committee showing the results of the operation of each hotel. 

Mr. Harris: Does that statement give the capital expenditure? 

Mr. Armstrone: No; just the revenues and expenses. 

Mr. Harris: Our anxiety is, and I think the minister is cognizant of what 
is concerned, the steady building up of our capital investment in railways from 
year to year. That is what is worrying the Canadian people. I ask the 
simple question. Would that statement, to which our friend refers, show the 
capital expenditure in all the hotels for the year 1939 or, in other words, the 
increment to the capital that is invested in hotel properties? Would it show that? 

Mr. ArmMstronc: We would be very glad to give a statement showing that, 
but none that is before the committee shows it. 

Mr. Harris: It shows the gross earnings. 
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Mr. ARMSTRONG: Yes. 

Mr. Buack: There was a statement submitted at the first meeting. When 
do we get the minutes of our deliberations? 

Mr. McCutitocH: This morning. 

Mr. Harris: Does that show the expenditures and net earnings for each 
hotel, Mr. Chairman? 

Mr. ArMstTRONG: Yes. 

Mr. Harris: The only thing that is missing is the capital expenditure. 


_ This answers the other four questions, Mr. Chairman. The capital expenditure 


is not here, and there is no objection to receiving that, Mr. Chairman. 

The CHAIRMAN: Next part, gentlemen. 

. Mr. Armstrone: I think that covers all the questions that were asked by the 
committee, Mr. Chairman. 

Dr. Donnelly asked for an analysis of the traffic units per man hour. We 
suggested that we could furnish such a calculation, but as to whether it would 
really mean anything or not would be a question. We have done it on two bases. 
One is on the basis of equating the passenger miles to revenue ton miles—three 
passenger miles per revenue ton mile; also, as Dr. Donnelly suggested, on the 
basis of four passenger miles per revenue ton mile. 


The CHarRMAN: Do you wish to put that on the record? 
Mr. ARMSTRONG: Yes. 
CANADIAN NATIONAL RAILWAYS 
(AuL INCLUSIVE SYSTEM) 


TRAFFIC UNITS FER MAN HOUR 


Year (1) (Index) (2) (Index) 
LOD eta ree t Wennrame gis 1 "<> « 98-23 100-0 104-43 100-0 
[O24 ee eee i | OO SRR 98-6 103-11 98-7 
TO2De a rn eae ety cn. LOD ED 104:°3 108-89 104:-3 
TO2Geerna ee amet. 2. 105 a 107-3 111-87 107-1 
1907 tee aie as... 1O6ROS 108-0 112-67 107-9 
LOZSP eee he - LIS Re 115-8 120-08 . 115-0 
POD ree tae aes eo.) LOU REG 103-1 107-28 102-7 
LOS0 ee ieee, yy OGRE 98-1 102-10 97°8 
TOG TW retremeny te 6, cox) 92 ag 94-0 96:98 92-9 
1932 etme: OARS 97-2 99-85 95:6 
TOSSNGen er tia ait itd!) . O2NO 93-9 96-72 92-6 
Oot eee ewer oe 3) SOREL 98-5 101-34 97-0 
LO ccrpelp mate ve sot oe 101 Sas 102-9 105-94 101-4 
LOCOM ere eee i,t LO48G 106-1 102-26 104-6 
TOS eee ees. | 106 8G 108-9 112-62 107-8 
LOSS ae ee ae eee 3 .. 109-26 THeZ 114-94 110-1 
TODO een saree mee Ls 11 9G 122-0 125-18 119-9 


(1) (Total Passenger Miles x 3 plus total revenue ton miles) Estimated 
Operating Man Hours. 

(2) (Total Passenger Miles x 4 plus total revenue ton miles) ~Estimated 
Operating Man Hours. 


Mr. Donnetty: I should also like to have added to that the total capital 
invested per units of work done, and I should like to have it for other railroads as 
well. 

Mr. Armstronac: I have made a note of that. 
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The CHARMAN: Gentlemen, when we adjourned on Friday night we were 
discussing the Trans-Canada air lines, and we were more particularly engaged 
in a discussion of the all mails and the tariffs. A request was made that the 
Post Office Department have one of their officials appear before this Com- 
mittee in this connection. Mr. Herring is here this morning to answer the 
committee, and if it is the wish of the committee we might ask him to make 
a statement in connection with the matter. What is your wish? 

Mr. Harris: Before he makes the statement might I make one suggestion ; 
that while he is making the statement he elaborate on the air mail cost to the 
Post Office Department. As I have the figure for 1939-40, it is $2,250,000, and 
the estimate for the year 1940-41, I think, is about double that. I wonder 
when he is on his feet making the statement if he will include the reasons why 
that is increased so substantially. 

Mr. Herrina: In reading over the minutes of the last meeting some reference 
was made to the sum of $2,000,000, and there seemed to be some doubt as to a 
discrepancy between the amount that was actually paid to the Trans-Canada Air 
Lines and the total vote. Our vote last year was approximately two and one 
quarter million dollars. The amount that was actually paid to the Trans- 
Canada Air Lines amounted to approximately one million and three quarters. 
The difference is made up by payments which we have made to twenty-eight out- 
lying air mail services. 

In regard to the present estimates, here is a further increase of approximately 
two million dollars. That can be explained by the normal development of the 
Trans-Canada Airlines. I can give you the program in detail, if you wish, for 
the coming year. 

Mr. Back: I should like Mr. Herring to repeat those figures. 

Mr. Herrine: The amount paid during the fiscal year 1939-40 to the 
Trans-Canada Air Lines amounted to $1,754,454.80. You will understand that 
the records of the Trans-Canada Air Lines are based on the calendar year. 
Ours are based on the fiscal year, so there may be a discrepancy there. 

Mr. Harris: There is more than that. What about the bush lines? 

Mr. Herrine: Pardon? 

Mr. Harris: There is more than the fiscal year accounting for the difference 
between $2,250,000 and $1,754,000. 

Mr. Herrine: That is correct. 

Mr. Harris: The balanée is for bush lines. 

Mr. Herrine: Exactly. During the same period we paid $551,447. Those 
two amounts total $2,325,902. We actually exceeded our appropriation for air 
mail transportation last year, but we got the balance from land mail services, 
so the vote was for one sum. 

Mr, Buacx: Air mail subsidies, is it, and land mail service? 

Hon. Mr. Howe: Services. 

Mr. Harris: On what authority do they take money from the land mail 
service and apply it to the air mail service? | 

Mr. Herrine: That could be done by the approval of the treasury board. 
It is one sum, and the particulars give the break-up. I do not think it was ever 
intended that we should rigidly adhere to the exact amount for each item. But 
to make any charge we must receive the approval of the treasury board. 

Mr. Donnetiy: Have you any way of estimating how nearly the revenue 
you receive pays for the services of carrying this mail? 

Mr. Herrine: It is almost impossible. For your information, we have 
made checks from time to time of the number of letters in a pound of air mail, 
and the figures vary all the way from forty or forty-two to sixty per pound. 
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ai For purposes of calculation our figures are based on an average of fifty to the 


t 4 mS 


pound. The air mail postage is six cents for the first ounce and five cents for 
each succeeding ounce. The ordinary rate for postage is three cents for the first 


- ounce and two cents for each additional ounce. Therefore, there is a definite 
_ Increase in revenue arising from air transportation of three cents per unit on 
the basis of fifty letters to the pound, which gives us a definite net revenue for 


air conveyancing of $1.50. On the top of that the conveyance of first-class 


matter is undoubtedly the most profitable—probably the only profitable— 
- operation we have, and in consulting our administrative officers it was considered 


to be fair to take at least one cent out of the three cents as profit which could 


- also be reasonably attributed to air transportation. That would give us a 


revenue of four cents per letter multiplied by fifty which would give us a revenue 
of $2 a pound, which could be charged against air transportation. 
During the year 1939-1940 there was carried by the Trans-Canada Air 


- Lines the matter of 740,000 pounds, and the gross amount of postage was 


approximately $1,963,000. That does not give the proper picture at all because 
that shows the whole six cents. Now we cannot attribute the whole six cents 
to air mail transportation. If we were to cut that in half we would be much 


closer to the truth. But as nearly as we can figure it last year’s operations by 


the Trans-Canada Air Lines showed us a loss of approximately $425,000. And 
event that is not true because in the transportation of mail from Moncton 
through to Vancouver there is some duplication which cannot possibly be 
avoided, and there is no machinery that we can create which would enable us 
to eliminate a double counting on certain poundage. I should like to make 


that quite clear, because I am not in a position to give you any exact figures 


to show you the true picture. I will say this, however, that if the volume that 
they are carrying now were doubled I am quite satisfied in my own mind that 
it would be a self-supporting proposition; that the amount of money that we 
would get for air mail transportation would be sufficient to cover the expenditure 
arising from it. 

Mr. Donnetity: You do anticipate that it maybe? 

Mr. Herrine: Yes; the records show that there is a very definite increase 
in the volume. We rise suddenly and we have a slack period where the public 
become hypnotized and do not do any business. Then it moves up again. We 
never move back. Just to crystallize that, in the year the Trans-Canada Air 
Lines commenced operations, commencing in the year 1937-1938 they carried 
39,000 pounds. In the year 1938-39 they carried 454,000 pounds, and then last 
year they carried 740,000 pounds, and there is every indication it will keep on 
moving up. I am offering my own personal opinion that in the next five years 
the carriage of mail should not cost us anything because the amount of revenue 
that the Trans-Canada Air Lines will get from other sources will be sufficient 


to defray the most of the cost to the Post Office Department for the conveyance 


of mail. Of course, I am an optimist. People may not agree with me. 
Mr. Pounior: Mr. Chairman and gentlemen, as our friend Mr. Maybank 
eannot be here to-day may I be allowed to ask a few questions when you are 


through with this matter? | 
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The CHAIRMAN: What is the wish of the committee? Mr. Pouliot inti- 
mated beforehand that he wished to ask some questions at this sitting. 

Mr. Gray: I move Mr. Pouliot be heard. 

Hon. Mr. Howe: Are your questions on Trans-Canada? 

Mr. Povuiot: I will tell you what it is. It is air mail with regard to the 
T.C.A. only. 
‘Hon, Mr. Howe: That is fair. 
Mr. Harris: J was wondering if the questioner would wait until we receive 
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Mr. Pouuiot: Surely; that is what I suggested. ; : 


Mr. Harris: We are not through with the statement from the present 
witness, as I understand it. 


The CHAIRMAN: It is your committee. 


Mr. Harris: I asked a specific question as to the distribution of this 
$4,460,651 which is being asked for this year for mail services whereas last year 
the amount was $2,250,835. I am asking now about the $4,400,000 odd. I 
asked that before the witness took the stand. ) 


Mr. Herring: The Trans-Canada Air Lines is in process of development. 
During the present year the frequency of Trans-Canada service from Montreal 
to Vancouver has been increased from one round trip per day to two round 
trips per day. 


EXAMINATION OF Mr. HERRING 


By Mr. Harris: 


Q. Did that go into effect on April 1?-—4A. April 1, yes. 

Q. They are actually in operation?—A. Actually in operation. They put 
the service in operation on their own volition until such time as the question of 
payment was determined. Now that has already been determined. There is 
additional service between Montreal, Ottawa and Toronto, and we have to 
make a full year’s provision for the Moncton-Montreal service. During the 
last fiscal year it was only on for two or three months. Possibly on the first 
of next month there will be a service between Toronto, London and Windsor, 
and we hope there will be a service between Toronto and Buffalo and Toronto 
and New York although the last two cases are still undetermined. It requires 
some reciprocal understanding with the United States. The amount of money 
that the Trans-Canada Air Lines will get for that 100 per cent performance 
amounts to $3,610,726.80. That is an increase from last year to the Trans- 
Canada Air Lines of $1,856,000. In addition to that there is one extra round 
trip between Vancouver and Seattle. The difference between last year’s appro- 
priation and this year’s appropriation will go to the outlying services which are 
mostly paid on a poundage basis, an increase there which, with the volume, is 
going up steadily. 


By Mr. Donnelly: 
Q. In other words, you mean to tell the committee you are practically 
doubling the service of Trans-Canada Air Lines?—A. Yes. 


By Mr. Harris: | 

Q. If. we double the service, have any lines been discontinued or any 
services been discontinued?—A. None whatever. Actually the records show 
that the services that we are going to put on this year are going to prove 
inadequate. ; ne ie 

Q. Just one other question. Has there been any substantial change in the 
rates?—A. Change in the rates? The contracts in effect now involve volume 
at the rate of 60 cents per mile. On the 31st of December next the initial 
period expires, and. the rate which will be determined for next year will be 
based on the difference between the expenditures and the revenues. If the 
T.C.A. ‘have a loss that rate of 60 cents will increase; but according to the 
records we have—they now know practically six months of the year—we look 
forward very confidently to a very substantial reduction from the 60-cent rate. 


The Cuarman: Any further interrogations? Nore 
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By Mr. Pouliot: ) 


_  Q. Thank you, Mr. Chairman and gentlemen. I have just a few questions 

to ask. In the first place, Mr. Herring, will you kindly look up the last page 

F ~cof the T.C.A. report and tell me if on the second line of the Operating Revenue 

_ there is the figure of $1,632,873 for mail. If that is divided by the mail carried 

by pounds according to the statistical data, 523,906 pounds, we have an average 
_ of $3.10 which was paid for air mail. 

Mr. Bercovircu: Per pound. 

Mr. Povuntor: Per pound. 

Mr. JACKMAN: Twenty-two and a half ounces. 


The Wirness: The operating revenue is $1,632,000, and the mail carried in 
pounds amounted to 523,000. The amount of mail carried on Trans-Canada Air 
Lines does not affect their revenue at all. 


By Mr. Pouliot: 


Q. I know that. I did not ask you for a lecture. I asked you to answer 

my question.—A. I cannot very well give it. 

Q. It is $3.10, the average price?—A. Approximately, yes. 

Q. Now cast your eye a little lower down in the column headed “Operating 
Revenue” and you will see the figure $23,613.01. That amount was paid for 
express. The total weight of express in pounds was 45,819 pounds. If you 

_ divide the money received for express by T.C.A. by the amount of pounds 
carried you have an average of 514 cents for carrying express?—A. Yes. 

% Q. Therefore what is paid for air mail is six times the amount paid for 
express?—A. That is right. 

(. Is there any sortage of mail on the plane?—A. No. 

Q. They are just carrying bags?—A. Yes. 

Q. Therefore the service rendered by T.C.A. on mail is exactly the same 
as the service rendered for express?—A. Yes. 

. Q. Carrying bags or parcels?—A. Yes. 

Q. It costs six times more?—A. That is correct. 

Q. Well, now, would it be possible to table a copy of the contract between 
the Post Office Department and the T.C.A.?—A. Quite possible. 

Q. You will do that. Is it the pleasure of the members of the committee 
to have that contract published or just shown to the members? I leave it to 
you gentlemen to decide. 

Hon. Mr. Hows: The contract is a public document, I believe, is it not? 

Mr. Herrine: Yes. 

Mr. BrercovitcH: Is it a long document? 

The Wirnsss: Fairly long, yes. 

Mr. BrercovitcH: Perhaps it might be deposited. 

Hon, Mr. Hown: There is no trouble about tabling it. 

Mr. Brrcovircy: We can look at it and save the expense of printing it. 

ie Mr. Herrtne: Mr. Chairman, the contracts with Trans-Canada Air Lines 
_ Involve payment of 60 cents per mile; there is also involved the requirement by 
_ the Trans-Canada Air Lines to carry all mail offered up to 1,200 pounds capacity ; 
and it does not make any difference to us in the actual expenditure of money 
whether they carry ten pounds a trip or twelve hundred pounds a trip. 

Mr. Povuior: I know all that. The committee was kind enough to allow 
me to ask some questions and [ will proceed in order and if you have some 
_ observations to make after I am through you can make them if it is the wish of 
the committee. Would it be possible to have a copy of the departmental reports 
and memoranda of the Post Office Department recommending the approval of 
the contract? Would it be possible to table them? at 
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Hon. Mr. Hows: The contract was made on the basis of the legislation 
passed in the House of Commons. I do not think there would be any memoranda 
remommending it. 

Mr. Pouuior: Yes, sir; but the rate was not specified in the legislation 
passed in the house and what I wanted to know was some information with 
regard to the recommendation to the officials of the Post Office Department for 
the approval of the 60 cents for mail or 59 cents and a fraction. There is 
nothing in the legislation about that. That has been done by Order in Council. 
I should like to have the memoranda to the Post Office Department recom- 
mending the acceptance of the 60 cents for mail. 

Hon. Mr. Hown: Is there such a document? 

Mr. Herrina: No. 


Hon. Mr. Howr: Mr. Herring says there is no such document, 


By Mr. Pouliot: 

@. Who made the original draft of the contract between the Post Office 
Department and the T.C.A.?—A. I did. 
| @. You did?—A. Yes. 

Hon. Mr. Howkr: The terms were settled between myself and the post- 
master general of the day and I presume Mr. Herring was only carrying out the 
instructions on the draft. 

Mr. Povuutot: I know. 


By Mr. Pouliot: | 

(. Was that contract dictated to you by the postmaster general or did you 
draft it yourself?—A. I drafted-it after the details were settled by the government. 

Q. Yes, 1 know. But who recommended to the government the acceptance 
of that contract from the point of view of the Post Office Department, Mr. 
Herring? You have been superintendent of the air: mail service for many 
years?—A. Yes. 

(). Since 1928?—A. Yes. 

Q. The time that you were just carrying a few bags down the St. Lawrence? 
—A. That is correct. 

@. Therefore you are qualified as an expert in the Post Office Department, 
an expert in air mail business. 


By Mr. Donnelly: 


(. I presume you consulted the United States records, what they were 
doing?—A. No. 

Hon. Mr. Howe: I thing the method that was followed with regard to the 
legislation was this. According to the legislation T.C.A. was actually to carry 
the mail at cost. We obtained an estimate from experts in Trans-Canada Air 
Lines as to what the cost would be and we arrived at a figure; but we did not 
expect then to make in the first year’s operation the showing that we thought 
they might reach in the second or third year of operation. As a matter of fact 
they have reached it the second year of: operation, exceeded it, bettered it. The 
60 cents was arrived at on the basis of the revenue of the new creation, and it was 
an arbitrary figure. It disappeared from the contract for this year and the 
automatic provision of the legislation applies. The cost of carrying mail in 
future will be the cost as determined by the operation in the previous year. — 


By Mr. Pouliot: 


Q. I understand it perfectly well . but the Post Office Department did not 
come to this conclusion of signing the contract unless it was recommended by the 
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_ officials of the department, and I would like to know who in the Post Office 


i 

: Department has recommended the acceptance of 60 cents per mile?—A. Mr. 

_ Pouliot, there was nobody—no official in the Post Office Department had any- 
thing to do with the determination of the 60 cent rate. 

Q. I did not say that. That was not my question. It is not the fixing of the 

amount that I am speaking about. It is the acceptance of the amount by the 
Post Office Department. It is an altogether different thing?—A. That was 
determined ‘by the Governor General in Council— 

Q. That is not the question at all. You understand me. I would like 
you to answer me as you understand me. The amount was set at 60 cents per 
mile and the contract was 60 cents per mile. It was signed by two parties, the 
T.C.A. and the Post Office Department, was it not?—A. Yes. 

Q. I did not ask you who advised the T.C.A. to sign it or to make it; who 
advised the Post Office Department to accept it?—A. That is sometihng I could 
not answer. The postmaster general could have. — 

Q. The postmaster general on the advice of somebody—a technician of 

~ some kind—and I would like to know who suggested to the postmaster general the 
acceptance of a flat rate, stipulating it in the contract? That is what I want to 
know. It is most important?—A. I connot answer your question. 

Hon. Mr. How: Some ministers act without advice. 

The CuHairMAN: Is it not possible they had no option in the matter and 
were forced to accept that rate? 

Mr. Pouuior: No, Mr. Chairman, with all due consideration and respect, I 
submit that the postmaster general acted on the advice of his experts, and I 
presume that Mr. Herring is one of those experts; and I want him to tell me 
what happened there and how it happened that the postmaster general was 
induced or encouraged to accept that rate as a fair rate. 

? The CHairRMAN: In plain terms your question is: who recommeded to the 
postmaster general the acceptance of the agreed rate of 60 cents? 

Mr. Pouuiot: Exactly. 

Mr. Herrine: I cannot give you the answer in so many words. Certainly 
I was—lI took part in some of the discussions, and the most interesting discussion, 
I think, was as to the equipment that should be used. Now, they are all mail 
service standard— _ 

Mr. Pouuior: That does not answer me. I asked you about that 60 cents. 

The CHarrMANn: I suggest you allow Mr. Herring to make his statement. 

Mr. Pouuior: Very well. 

Mr. Herrine: The question was discussed as to what type of machine 
should be used for flying the mail. From Post Office Department standards 
exclusively the small plane carrying nothing but mail would have answered the 
mail service purposes, and that would have involved a very much lower cost of 

- operation than a large plane such as we are using now. 


By Mr. Pouliot: 
Q. Mr. Herring, what is the difference providing the mail is carried from 
A to B in a small plane or a big plane—what difference does it make? 
Mr. Bercovircn: Allow the witness to answer. Let him make his answer 
and when his answer is complete we will see if it is satisfactory or not. 
Mr. Pounior: Very well. 
Mr. Herring: As far as mail service is concerned, we can use, as I say, 
a small machine with capacity for nothing but mail—no wonderful furnishings 
or anything else—and this machine could be bought from $85,000 to $50,000 
per unit, but with the knowledge we had and knowing the number of miles 
6052—3 
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involved in flying—I am speaking from memory now—I think they mentioned 
something like 40 or 50 cents per mile at the time as a requirement of the 
Trans-Canada— 

Mr. Harris: I thought you said 80. 

Mr. Herrinc: Anything from 35 to 50, but it is definitely less than 
60 cents. The Trans-Canada bill makes it obligatory on the Trans-Canada 
Air Lines to supply equipment which will meet the requirements not only of 
mail conveyance but also passenger and express traffic which leads up to the 
determination of the rate. 


By Mr. Pouliot: 


Q. You have nothing to do with that?—A. The equipment determined upon 
cost over $130,000 per unit, and on that basis the 60-cent rate was certainly 
not excessive. 

Q. Is that what you said to the postmaster general before the contract was 
signed?—A. I do not recollect having said it, but I would not deny it. 

Q. It was laid before you at that time?—A. Absolutely. 

@. And you ‘had the opportunity to meet the postmaster general before the 
contract was signed?—A. Yes. 

Hon. Mr. Howe: What type of plane would you suggest would cost 
$40,000 or $50,000 and would be sufficient to carry the mail? 

Mr. Pouutor: I do not understand. Mr. Herring did not make it clear to 
me. The operation of the rate for carrying mail, just because the planes were 
larger and were used for faster service also—I do not see what difference it 
would make in the rate for carrying mail. 

Hon. Mr. Howe: It make this difference: with the type of planes we 
have they have a long range, are able to maintain a regular schedule and have 
also high speed. The plane you buy for $40,000 or $50,000 would neither have 
the range of the present planes or be able to make the schedule of the present 
planes regardless of whether they could earry passengers or not. 

Mr. Poutior: Now, you are entering into the domain of the technologists 
and neither Mr. Herring nor myself are experts. 

And now, would it be possible to have a detailed list of all the T.C.A. 
small services showing (1) the distance; (2) payments by the Post Office 
Department to the T.C.A., cost to T.C.A.; (3) actual returns to the Post Office 
Department. I would like to have a calculation showing each particular service 
of the T.C.A.: first, the distance; second, the cost; third, the return for each 
service; I would like to have also the frequency. I leave it to you, if it is the 
pleasure of the committee, to get that information. I think it would be very 
valuable to the members. If actual records are not available, what are the 
estimated revenues. What was the estimated revenue in each case for each 
service? 

Hon. Mr. Hown: I think, Mr. Pouliot, you will see the difficulty of getting 
the revenue of a particular service. A letter is, for example, mailed in Seattle 
and goes through Moncton, and it pays only 6 cents, whereas another letter is 
mailed from Seattle and goes to Vancouver and it pays the 6 cents as well, 
How could you divide the over-all cost? 

_ Mr. Poutior: There is something surprising. It astounded me very much. 
It is that there is a contention among officials of the Post Office Department 
that there have been surpluses in the air mail service since 1932— 
Mr. Herring: No. 


Mr. Pouvitor: And what I heard from Mr. Herring surprised me very 
much. Mr. Herring says no; but I will show him something that will surprise 
him very much. | 
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By Mr. Pouliot: 

Q. Mr. Herring, did you prepare this list?—-A. Yes. 
; (. Now, I shall read you the list and I will ask you to answer me. From 

1927 up to 1928 there were deficits—frorh 1927-28 to 1931-32 there were 
deficits—but in 1932-38—I read two columns—and in the first column there 
was the cost and in the second column the estimated postage collected—1932-33 
cost $200,856.55 and the estimated postals collected were $291,522.71, which 
meant that in that year 1932 there was a surplus of approximately $90,000, not 
a deficit. 

Hon. Mr. Howe: But the postage collected is not the revenue, there are 
other services performed for that postage, there is the service of distribution 
and so on. Mr. Herring was saying he would only credit us with 4 cents of 
air mail as against 6 cents collected. 

Mr. Poutior: The estimate of the postal collected is something fantastic. 
There are surpluses between cost and estimated postage collected each year 
since 1932-33, is that not so? 

Mr. Herring: Yes. 


By Mr. Pouliot: 

Q. And that was for the information of the high ups in the Post Office 
Department?—A. Does that refer to Trans-Canada Air Lines? 

Q. It refers to all; it is for the air mail service, but I do not think that the 
service is paying more than the T.C.A—but it is not the time to make 
subtle distinctions—A. You have fallen into a popular error. Let me give 
you a concrete case. Take a service from Edmonton going up to the Mac- 
kenzie river, and we pay the contractor $100,000 a year, and the estimated 
postage collected is $200,000 a year. There would be some reason for your 
remark if we could assume that the whole mail that was offered for con- 
veyance on that line originated at Edmonton and that it was just carried up. 
All those figures, that mail that is tabulated there comes from all over the 
country; it travels part of the way by train, part by car, and any other con- 
ditions we have, and they all must contribute to the cost; it must bear its 
share of the overhead. 

Q. I agree with you entirely, to your great surprise, and it is because I 
agree with you on that that I am very much surprised there is a surplus in the 
estimation of postage collected A. We do not use the word surplus. 

Q. Oh, no, no, you do not use the word surplus, but you show the figures 
and the figures speak for themselves, and each figure is higher than the other. 
I do not want the members to be bored by this argument, but, on the other 
hand, I have the figures and there is a surplus for last year of $490,000.— 
A. Yes, of postage collected. 

Q. That requires a few dozens of pencils to make the calculation?—A. No, 
it is not very difficult. 

Hon. Mr. Howe: There is quite a difference between express and mail. 
With express you are charged the rate from one point to another and you~ 
haul from that point to another; with mail you can put on a 6-cent stamp and 
you can carry a letter to any town or village in Canada regardless of whether 
it is on that air mail route and it will be delivered. The 6-cent letter calls 
for a number of services that the express does not call for. 


By Mr. Pouliot: 

Q. It may be so. I agree with Mr. Herring entirely on what he says, but 
what I find very strange is how that estimation was made. Mr. Herring gave 
some explanation some time ago and my mind is not satisfied yet——A. You 
wish to know how we arrive at the estimated postage? 
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Q. Yes—A. This is the method we apply. On those outlying routes we 
take our 100 pounds of mail and we break it up into so much first, second, 
third and fourth classes, in weights. We know the postage rates for each 
class. I do not pretend it is 100 per cent accurate, but if it is, 55 per cent of 
the total are newspapers at 2 cents a pound, and 10 per cent will be first class 
matter, and the ‘balance will be other kinds. It is simply a matter of deter- 
mining the average revenue of postage paid. 

Q. Was that calculation made by the air mail branch of the Post Office?— 
A. It was made by our field bases on mstruction. 

Q. How many are there—field officers?—A. We have a district collector 
located at different points. 

Q. Do they get reports from the postmaster on the weight?—A. No, not 
from the postmaster. 

Q. How can they calculate it if they do not receive a report from the 
postmaster concerned?—A. Take this Mackenzie river service. 99 per cent 
of the mail goes through the Edmonton post office. We are not worried about 
what happens to the other 1 per cent. They can get perfectly good figures 
from the terminal. office. 

Q. You are satisfied with that. You have no yearly, monthly or weekly 
report from the postmasters on the line?—A. Not as far as weights are con- 
cerned, because the bills are made up at the terminal office. 

Q. Referring to page 6 of the T.C.A. report, what was the P.O. revenue 
from the P.O. expenditure for the Montreal, Ottawa, Toronto, air mail schedule 
since July 18th, 1989?—A. I could not give you that at the moment. 

Q. Would you please send this to the clerk of the committee, if it is the 
pleasure of the members of the committee? Would you also give an answer to 
the same question for the second daylight schedule with an extension on a 
training basis from Montreal to Moncton from November Ist, 1939, to Janu- 
ary Ist, 1940.—A. I can get that. 


Q. Thank you. I should also like an answer to the same question for the 
same service from January Ist, 1940, to July Ist, 1940?--A. Well, I would 
not be able to give you July. I can give it to the end of May. 

Q. Yes. Give me what you can. Thank you. Why was the carriage of 
first-class mail discontinued and regularly surcharged air mail only handled 
on those services?—A. During the experimental period—that is really when 
the pilots were becoming familiar with the routes—and where there was a 
possibility of general disruption, we arranged to have any first-class mail 
available carried by air, but we took particular care that that would not be — 
delayed. The service was not sufficiently regular, in our opinion, to justify 
imposing the air mail rate on the public; but just as soon as the pilots became — 
puree familiar with the operation, the regular air mail service was put into 
effect. 7 
_Q. How did the Post Office Department figure out the T.C.A. air mail _ 
estimates for 1940; I mean, for the calendar year 1940?—A. The calendar vear? 
We j os pretend to. We do not work on the calendar year. i‘ : 

_ Q. Oh. How did the Post Office Department figure out the estimate: ; 
this year, 1940-41 ?-—A. We know what the Sioonanees is: The siaa ai 
determined in consultation with the Post Office Department and the Department 4 
of Transport. 


es Yes?—A. We know the number of miles involved and we multiply by 60 
cents. a 


(. And do you represent the Post Office Department at. those sittings ?—A. Asa 
a rule, yes. ; ‘ 
Q. You figure up the estimates, together, do you? Do the repre ; 

; } i presentatives of— 

the T.C.A. and the P.O. officials meet together and prepare the estimates?—A. No. 
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First of all, the discussion is as to the intensity of the service, and that question 


is completely settled before we touch the estimates. The T.C.A. have nothing to 
do with our estimates at all. We look after those ourselves. 

Q. They prepare their own estimates and you prepare yours?—A. They have 
got to convince us that there 1s justification for any increased service. 

Q. May I say at that point that the thing I do not understand is this. If 
my memory serves me right, at the last sitting someone from the T.C.A. said to 
the committee that the air mail estimates for this year were $1,900,000. Is that 
ae I heard that there were some estimates of the probable revenue of the 

Mr. Couyrr: Probable revenue? 

Mr. Povuior: $1,960,000, I think. [ have not the book here. 

Mr. Cotyrr: $38,100,000, I believe is the figure. 

Mr. Herrine: $3,600,000. 

Mr. Couyer: For our calendar year it is $3,100,000. 

Mr. Pouutor: $38,600,000? 

Mr. Couyser: $3,100,000. 

Mr. Pouutor: Yes, thank you. 


By Mr. Pouliot: 

@. There was an estimate that the bush contracts will be $1,200,000 or 
$1,300,000.—A. Well, it is the difference. Yes, about that. That is about right. 

Q. Now, Mr. Herring, would it be possible to have a list of the reasons for 
such an increase?—A. Very simple. 

Q. Showing what were the increases, and showing the expenditure and the 
probable revenue on each one of them?—A. I could give you the revenue. I could 
give you an estimate of the postal charges. 

Q. Yes?—A. For last year. 

Q. Yes?—-A. But I could not pretend to do it for this year. 

Q. You cannot do that for next year?—A. No. It is only a guess. 

Q. Or for this current year?—-A. I can show you the poundage for last year, 
the expenditure for last year and the amount we have ear-marked for this year. 

Q. Yes. Does the Post Office Department make a profit on any one of the 


air lines?—A. Well, if you will allow me to explain that, I should like to put it 


this way. An outlying district suddenly comes into being. For instance, suppose 


a gold mine is found and a community grows up. We have got to supply that 


community with postal service. As a rule, nineteen times out of twenty, there 
are no surface means of transportation. We consequently send it in by air. We 
do not make money on it. We do not make a profit on it. At least, that is my 
own claim. But.if something suddenly happened which caused the removal of the 
air service and its replacement by surface means, it would cost the department 
two, three, four, five or six times as much, on account of the difficulties of surface 
transportation. ; 

Q. Who proves to the Post Office Department that an increase in frequency 
or an extension of a service is necessary ?—A. That is determined by the records. 
We know the amount of mail that goes up there. We know the revenues of the 


offices served. 


Q. Well, when there is a new service, there is no mail to begin with?—A. No. 
A new service such as I am speaking of is very much a casual proposition. The 
frequency is more on the if, as and when basis. The operator carries it in 
generally at a nominal rate, because he is going in there commercially and we 
use him for carrying the mail. 


Q. And in fact during recent years you have discontinued about sixteen 
services?—-A. 1 would not know the number. I do not recall the number. 


Ido not think it is sixteen. 
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Q. Not sixty, but sixteen—A. No. I doubt that too. But if we have 
withdrawn a service—I have one in mind, the one to Chibougaman— 


Q. I will show you the list-—-A. I am not arguing the point. I do not 


remember. 

Q. It is possible, is it not?—A. Yes. 

Q. That is all right. I am satisfied with that answer and it saves a lot of 
time. Would it be possible to have a tabulation or a list showing what exten- 
sions and increases in frequency have been established with the T.C.A. (1) 
since January 1, 1940; (2) are to be established with the T.C.A. or are con- 
templated until December 31, 1940, the end of the present T.C.A. year; and 
then coming to your estimates for this Dominion fiscal year, (3) are to be 
established or are contemplated with the T.C.A. until March By LOAD. os 
mean the services that are being talked about between the T.C.A. and the 


Post Office Department but which are not put into operation this year but — 


are to be put into operation at the end of the fiscal year, of this year, and 
before the end of the fiscal year of the Post Office Department. 

Mr. Herrine: It is very easy to answer that; the answer is, no. 

The Cuairman: It seems to me that Mr. Pouliot is usurping the functions 
of this committee. If it is the will and the wish of the committee that this 
examination proceed, well and good; but it is using up a lot of our time. I 
put it up to the committee. 

Mr. Gray: As the one responsible for the motion, I want to ask Mr. 
Pouliot if he intends to be very long. 

Mr. Pouuior: JI am very grateful to this committee, I have no words 
with which to express my gratefulness. I have one more question. 

Mr. Gray: One more question then. 

Mr. Pouttor: I have just one more question, and I am most grateful 
to the committee. Would it be possible to have a copy of all the Post Office 
Department’s reports or memoranda recommending extensions or increases in 
frequency of air services such as I have just mentioned? 

Hon. Mr. Howr: I do suggest that the Post Office Department are not 
examined by this committee. Has that really any bearing on the work of the 
committee? 

Mr. Povuutor: As you like it. 

Hon. Mr. Hows: Isn’t the place to get that when the Post Office Depart- 
ment’s estimates are up in the house? 

Mr. Pouiior: Yes. But do you wish to shut off the answer to my other 
question? , 

Hon. Mr. Howe: Not at all. } 

Mr. Pouutot: I will not insist on an answer to my question. However, 
there was one final question I would like to ask Mr. Herring. Now, Mr. 
Herring, will you please tell the committee if it is to your knowledge that the 
estimates of the Post Office branch have been reduced this year? 


Mr. Herrine: That it is to my knowledge that the estimates have been 
reduced—of my branch? 


Mr. Poutior: I mean, the Post Office Branch; there are two main branches 


in the department, there is the Postmaster’s branch— 
Mr. Herring: I do not understand; do you mean, how is it operating? 
Mr. MacInnis: I am not sure that we should allow questions which 
relate to another department. The Postmaster General might object to 
information being given in this way; not that I can see any objection to it. 
I think Mr. Pouliot has had sufficient experience and knows that very well. 


Mr. Pouuior: Very well, Mr. Chairman. 
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The Cuatrman: I think it is the general decision of the committee that 
we should proceed with our reference, 


Mr. Buacx: There is one main figure, it is probably on the record, but 
I cannot find it here—there is one main figure I would like to have; that is, 
the amount paid by the government to the department—I mean, really, the 
subsidy which enables the service to operate. If the service were trebled and 
received two-thirds of the total earnings of a rate of 4 cents per letter, what 
would be the difference between that earning and the amount that is paid by 
the government as a subsidy from the postal department? 

The Cuarrman: We will have to wait until our witness is back on the stand 
again. 

Hon. Mr. Howe: The figure we gave was $400,000 last year. I think that 
question was answered. I think the figure was somewhere around $400,000 for 
last year. Of course, the mail is building up. We started this only a year ago, 
and we expect that very shortly we will have a profit for the Post Office on the 
4 cent basis, and as well a profit that will permit the Trans-Canada to lower 
the postal rate of 60 cents. You sce, the two are working together. 

The CuarrMaAn: Do you wish to proffer that question to Mr, Herring again, 
or are you through with it? 

Mr. Buack: I might—just a minute. | 

Hon. Mr. Howe: We will get it from Mr. Herring. I think, Mr. Herring, 
you gave a figure. Assuming 4 cents per letter cost to T.C.A. how much is the 
balance between the amount paid to T.C.A. and the amount of revenue paid 
from the sale of postage stamps at a rate of 4 cents per postage stamp; you gave 
us that figure, and I think you said it was somewhere around $400,000? 

Mr. Herring: On a basis of 4 cents a letter, and on a basis also of 50 
cents— 

Mr. Brack: I am sorry, I cannot hear the witness at all. 


Mr. Herrinc: We estimated a deficit during the last fiscal year of $410,952. 
That is to say, that was the loss throughout. That is, taking for ourselves the 
2 cents as cost of handling ordinary mail we still lost approximately $410,000. 

Mr. Buacx: That 60 cents is not made up on the basis of 4 cents a letter 
in earnings by the postal service; that is an arbitrary figure? 

Mr. Herrine: It is more or less arbitrary. The ordinary rate of postage 
is 3 cents, air mail postage is 6 cents so there can be no possible argument that 
at least we get 3 cents profit. 

Mr. Buacx: Credit air service with 4 cents, or two-thirds of the total postal 
service cost two-thirds of the total postal earnings, then what subsidy is paid 
directly or indirectly to the Post Office Department to enable the service to 
operate? The hon. the minister stated $400,000 odd. I would like to have that 
figure, if I may; that is the figure which interests me most. 


Hon. Mr. Howe: He just gave it again as $410,000. Of course, that is 
allowing the Post Office for its other services 2 cents per letter, which may be 
too much. I fancy Mr. Herring would not argue with the committee that. it is 
not. The Post Office assumes 2 cents per letter for performing its other services. 
After all, there are no rail charges in this, and we have to offset the amount 
of the rail charge which is an item in the usual service. On the basis on which 
the Post Office Department have figured it, after allowing the 4 cents per letter 
earried, there was still a deficit of $410,000. I think that is a fair statement. 

Mr. Harris: The witness was kind enough to suggest in answer to a previous 
question that the cost might be 35 at one stage while at another stage it might 
be 50 and at another stage something else. He said, my answer is as good as 
his. If I were occuping his position I would think perhaps I could give a better 
answer than that; at any rate, there should be some means of obtaining a better 
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answer than that. Here you have a system which gets 59-5 per cent of its 
revenue from the carrying of air mail. One thing that is patent on its surface 
is, the operation of this system is not costing 50 per cent for the carrying out 
of the air mail service, that is true; and the net result is that this 60 cents per 
flight mile is really more or less a subsidy which goes to help earry on the very 
important and necessary service. The witness has not got beyond 50 cents yet; 
he said from 85 cents to 50 cents was the lowest figure he would take. However, 
let us take 50 cents, putting it at the maximum; with 2,760,000 miles flown it 
shows $276,000 net subsidy at 10 cents per mile, an amount which is handed 
over as a subsidy by the Post Office Department to this service. If you take 
the mean of the two figures, taking 35 cents and 50 cents, and cutting that down 
as low as 40 cents, then there is $532,000 that last year was handed out by the 
Post Office Department to the T.C.A. for the operation of that service. If that 
statement is substantially correct there is a question I would like to ask the 
witness. 


Mr. Herrinc: My diffidence about quoting the exact figure for you is I 
think excusable and, may I say, explainable. You have different types of planes 
which you can use, one of these costs $35,000 and another we will say costs 
$50,000. 

Mr. Harris: That is beside the point, you are trying to get around it. Look 
at the statement, gentlemen; surely, there must be some idea between 35 and 50; 
the record says 60, so we can say from 35 to 60; what is the 10 cents for? 


Mr. Herrine: The point is this, there is a diversified traffic; it is one thing 
to finance a mail service, and it is another to finance an express service or a 
passenger service with that mail service. Of course, if it were exclusively a 
mail service you could get it down in detail; but where the other services are 
included the cost is increased. 


Hon. Mr. Howe: The difference is in the cost of the equipment. There is no 
plane which you could buy today for $35,000 with which you could supply the 
service required. You could not buy a plane for $40,000 or $50,000 that would 
carry your mail and give you the fast service that we have today from Halifax 
to Vancouver. You could get a plane which would do the service, yes; but it 
would take 2 or 3 days where the planes we now use cover the distance in one. 
You are talking about something which is entirely hypothetical. I know of no 
planes cheaper than those we are at present using in our trans-continental service 
which are as suitable for the work. Furthermore, you are building up postal 
revenue which in a year or two may enable us to reduce the cost of carrying mail. 
As Mr. Herring said, in five year’s time the volume of revenue may be such as 
to reduce the cost of your service very substantially; indeed, it might pay the 
entire cost of operating the Trans-Canada. How can you reconcile that with the 
Ae eres that you could buy $35,000 or $40,000 planes and build up a mail service 

or less? 

Mr. Harris: I appreciate these difficulties, looking at the situation broadly. 
Perhaps the minister would make this admission or this deposition, that you are 
actually receiving a substantial subsidy—you might as well call it a subsidy—due 
to the fact that you are carrying the mails. In other words, if you were not in 
the mail, passenger and express business you would have a tremendous deficit. 
Seventy per cent of your income comes from mail services. 


Hon. Mr. Hows: That is true, but are we not performing a service? If there 
was no mail to carry we would not have the service. 


Mr. Harris: But seventy per cent of the income is from the mail service. 


Hon. Mr. Howe: You are discussing the first nine months during which we 
carried passengers. We only carried passengers for the first. nine months of the 
year you are discussing, and you are going to see a very different picture this 
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year. As the years go on, the operating cost will be paid more and more by pas- 
sengers and less and less by mail. You are discussing a partial year as far as the 
carrlage of passengers goes. 

I do not like the word “subsidy.” You pay for a service. 

Mr. Harris: I am looking for a better word. 


Hon. Mr. Hows: It is not a subsidy, it is payment for a service. 

When they started air mail service in the United States the average cost of 
carrying the mail was $2.00 per mile. They have reduced that cost. As the pas- 
senger business was built up, they reduced it. I presume the average cost today 
of carrying mail in the United States is thirty cents. I would not be surprised 
next year if we did not get the cost down to fifty cents per mile. 

Mr. Harris: At that point, there is no provision in the Post Office estimates 
for that suggested ten cents; in other words, the Post Office Department is not 
getting the advantage of that ten cents, because your estimates call for $4,450,000. 

Hon. Mr. Howe: They do not get it this year because we have not reduced 
our costs down to that point. Any reduction we make this year in operating 
costs will be applied to reducing the cost of carrying the mail in 1941. 

Mr. Harris: Unless the volume of mail is doubled, the figure for the cost of 
carrying mail is a figure which is going to be away out in your estimates. 

Hon. Mr. Howe: Oh, no. As far as 1940 is concerned, the price for carrying 
mail is set at sixty cents per mile. The number of services has been decided upon 
and agreed to, and there is no change in 1940. In 1941 there will be a different 
rate for carrying mail, depending on the results of 1940. The number of services 


_ that will then be operated will be a matter for decision when the time comes. 


Mr. Harris: Then, Mr. Chairman, I will make this concluding observation. 
I do not think the minister has a better word than “subsidy”. There is going to 
be a substantial sum of money in the sixty cent rate paid over for the year 1940 
to the T.C.A., and it is going to approach, as I feel it—although there is no 
estimate, which is one thing I criticize, and as the years go on I hope they will 
put their estimate in—seventy per cent of their revenue. 

Hon. Mr. Howe: I think you are wrong in several counts. I do not think 
it is going to be seventy per cent of the revenue, and whether it is a subsidy 
or not depends on the poundage of mail you carry. It is building up, and I 
do not think anybody can predict what it will be in future. 

Mr. Harris: It is going to jump from about $2,000,000 to $4,000,000. 
You are going to get that $4,000,000 into the treasury of the T.C.A. It is going 
to help make a nice looking balance sheet. 

Hon. Mr. How: They are getting a good many stamps in the form of 
postage and they expect that they are going to get more stamps. _ They show 
only the expenditures; the revenues have not come into the picture. The 
revenue goes into the Consolidated Revenue Fund. There are two sides to 
that picture. : 

Mr. Harris: We have a witness here from the Post Office Department, 
and the statement was made on the records of parliament that the Post 
Office Department does not make any money; in fact, it is intimated that 
they have lost money on the sixty cent per mile basis for the carriage of 
mail. Did you lose money on the sixty cent per mile basis for the carriage 
of mail? 

Mr. Herrinc: Yes. That is determined by the limited volume of mail 
that has so far been offered. 

Mr. Harris: I am sorry; I cannot hear a word of what you are saying. 

Mr. Herrina: The loss is determined by the limited quantity of air mail 


that has so far been offered. But that sixty cent rate would still apply if the 
volume of mail offered were doubled. 
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Mr. Harris: In your opinion, there is a substantial loss? 
Mr. Herrine: At the moment, yes. 


The CHAIRMAN: Is the committee through with the witness? If there 
are no further questions, I wish to thank you, Mr. Herring, very cordially 
for your appearance and the information you have given. 

Shall we try to finish the Trans-Canada Air Lines before lunch? 


Mr. Harris: We cannot possibly finish. You promised that you would 
go through the whole sheet and then you would go over it clause by clause 
and you asked us not to ask questions on the individual clauses, even though 
later you did ask if there were any questions. 

The CHatirMAN: We decided that we would go on with this and that 
there would be latitude for revised interrogation after we were through. It 
was being read by Mr. English, I believe. : 

Mr. ENGLISH: 4 


FINANCIAL 


The paid in capital of the company, which has all been raised by the 
issue of capital stock, 1s now $3,750,000, an increase during the year of $550,000. 
Of the funds thus obtained $3,699,889 has been invested in aircraft, buildings 
and ground equipment. No portion of the capital has been utilized for 
organization, training or development expense. The balance sheet of the 
company at 31st December, 1939, is appended hereto. 

The income account for the year, after providing for all operating costs, 
including depreciation and interest on invested capital, shows a deficit of 
$411,656, which is somewhat under the amount of $488,941 appropriated by 
Parliament. Details of the revenue and expenditure accounts are given in 
the accompanying schedules. The operating expenses include, in addition 
to the operating costs of revenue producing services, all expense incurred during 
the year in connection with the development of new services and the training 
of personnel. 

Adequate depreciation reserves have been provided in respect of all 
property subject to depreciation. Depreciation charged to operating expenses 
in 1939 totalled $557,342, and comprised over 20 per cent of the total operating 
costs. Full insurance coverage is carried with outside underwriters for passen- 
ger, public, and employer’s lability. Provision is also made by self-insurance 
or with outside underwriters for loss or damage to aircraft and other company- 
owned property. 

Mr. JackmANn: I should like you to turn to the first part of the statement 
you have just read under the heading “Financial.” There you say, ‘Of the 
funds thus obtained $3,699,899 has been invested in aircraft, buildings and 
ground equipment. No portion of the capital has been utilized for organization, 
training or development expense.” The assumption is that these three items 
have been charged against operating; is that it? 

Hon. Mr. Hownm: . That is right. 

Mr. JAckKMAN: You also say, “Full insurance coverage is carried with 
outside underwriters for passenger, public, and employer’s liability.” I sup- 
pose that is the new form of insurance, is it? The railway is concerned only 
with its own operation. This is a special kind of insurance inherent in airplane 
operation and the Trans-Canada Air Lines or the railway or the government do 
not see fit to carry this sort of insurance themselves. I presume you do not 
carry insurance. 


Hon. Mr. Howe: In the railway the risk is spread very widely. The railway 
has insurance in part but with outside insurance people we have special risks. - 
For instance, the principals are insured outside. Trans-Canada is too small an 
operation to average the cost so it was thought wiser to insure them with outside 
underwriters, 
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_ Mr. Jackman: I suppose the field of insurance for your passengers is the 
main thing, publie liability. I suppose there is enough experience in connection 
with all passenger air travel in the United States to know about where you stand. 
The rates are pretty definite. The experience of insurance companies is now well 
known, and they know just what should be charged. How long would you 
consider it advisable to carry insurance with outside underwriters rather than — 
assuming it ourselves or the government and thus saving the cost which naturally 
~ goes to private companies. 


Hon. Mr. Howe: I would think we would have to have a very much larger 
fleet of planes before we would be justified in doing that. The crash of one plane 
would wipe out a very large share of the assets of the company if it happened 
to-day. 

Mr. Jackman: I was looking on it from the standpoint of a private com- 
pany, ‘Trans-Canada Air Lines, which is an entity in itself. But inasmuch as it 
is a government-owned enterprise do you not think that it might be advisable 
to consider carrying that and eliminating insurance entirely. If we carried it we 
would save the money which the insurance companies must make out of it. 

Hon. Mr. Hown: It was gone into very thoroughly. It seemed to us that the 
rates that were offering were reasonable rates spread over all the industry in 
North America. We thought it was wise to carry everything except crash insur- 
ance with public underwriters. As a matter of fact, with regard to crash insur- 
ance we have set up our own risks in the company. If they actually crash a plane 
we have sums to cover that, or at least we have been accumulating funds. It is 
a matter of opinion. I think anyone in this chair might form a different opinion 
but that is the opinion I arrived at from the advice of the officers. 

Mr. McCuiiocu: Carry on. 

Mr. ENneuisH: There was a question asked at the last meeting in regard to 
the basis of estimating depreciation rates. There is a return here. Do you want 
it read? 

Mr. Harris: Put it-in the record. 

Mr. ENGLISH: 


TRANS-CANADA AIR LINES 


BASIS OF DEPRECIATION RATES 


_ Estimated 
Service 
Life 
PALOMA ale OY Gane ieee hi, a os. AMM eae ADS ccna ee RC 4 Yrs. 
MET ChMui eines te ei ).' |. UMMIaN a uli cet act welt a REAL Hrs. 
Aircraft Communication Equipment... .. .. .. oO YTS. 
Miscellaneous Flying Equipment.. ..... .. .. Oo he 
Ground Communication Equipment... .. .. .. Ores 
eanesr i Ouipiient >, is.) si... SMe ee ee tenes LOS 
DOPAC UTS Mem Gale. ie 0): UM eo ES Le 
Motor. Vehieles—Delivery Truckeis-.) Aa) Se), Bit 
Motor Vehicles—Tractors & Tank Trucks.. .. Pipe 
Fuel Storage & Distribution Equipment... .. .. Om: 
Furniture, Fixtures and Office Equipment... .. DOe Ns 
AIrporuemehting Kiquipment.: Sgmmenann 72a) elon Dees 
Miscellaneous Ground Equipment... .. .. .. .. Oe 
rangers Wien oe oe. . Re) SIV Lenser triad ee 


(Dependent on lease of site) 
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GENERAL 
War Conditions 


The company is performing an important function in the Dominion’s war 
effort and war-time economy. The value of a fully-equipped national airway, 
with adequate means of communication and with facilities for servicing both 
military and civilian aircraft, has already been demonstrated. 

Under the provisions of an Order in Council passed shortly after the outbreak 
of hostilities, trained employees may only join the armed forces with the 
permission of the company. A number of employees have been granted such 
permission, with leave of absence for the duration of the war, 

It is not anticipated that the company’s operations will be adversely 
affected by the Commonwealth Air Training Plan, which will come into full 
operation during 1940. Indications are that it will be possible to arrive at an 
understanding in regard to the use of airports and airway facilities which will 
be mutually satisfactory. ; 

Measures have been taken to protect the company’s property against 
sabotage. 


Second Transcontinental Schedule 


Consideration has been given to increasing the transcontinental schedule 
to two trips daily each way between Montreal, Toronto and Vancouver. Sufficient 
trained personnel will be available by the spring of 1940, and it now appears 
reasonably certain that the additional service will commence on or about 
April Ist. : | 


Service Extensions 


Present indications are that the airway facilities now under construction 
between Toronto and Windsor, including the terminal field at Windsor, the 
intermediate field at London, and the radio ranges at both points, will be 
completed in the late spring or early summer of 1940. Accordingly, it is planned 
to inaugurate a double-daily schedule between Toronto and Windsor with a 
stop at London, on or about July Ist. 

It is further proposed to operate services between Toronto and New York 
and between Toronto and Buffalo. The company has obtained the necessary 
Canadian licences, and its applications for the required United States licences are 
now before the Civil Aeronautics Authority at Washington. 


Trans-Atlantic Flights 


Imperial Airways Limited operated eight round-trip Trans-Atlantic flights 
from Southampton to New York, via Foynes, Botwood.and Montreal, during 
the months of August and September. The flying boats “Cabot” and “Caribou,” 
the largest type of equipment yet used in this service, were employed, and all 
trips were successfully completed. A considerable volume of mail and express 
traffic developed, but no passengers were carried, Information received indicates 
that the service is to be resumed in the spring of 1940. | 


Mr. Emmerson: How does it stand now, that last sentence? 


Hon. Mr. Howe: We have word the service will be inaugurated the beginning 
of next week. 


Mr. ENGLISH: 
Outlook for 1940 
The progress achieved during the year in the development of the company’s 


services is considered satisfactory. The prospects for 1940 appear favourable. 
Passenger traffic has been well maintained during the winter, and there 1s every 
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indication that it will materially increase in the spring, particularly if a second 
transcontinental schedule is available. The company’s operating budget for 
1940, which is based on the assumption that a second transcontinental schedule 
will be operated in the spring, and that services will be extended to Windsor, 
New York and Buffalo during the summer, contemplates that there will be a 
profit for the year, after depreciation and interest. 


The change from a training and pioneering stage to a full-time scheduled 
operation presented problems which were exacting and at times difficult, and the 
Directors desire to acknowledge the loyal and efficient service of the company’s 
personnel, 

The cordial relations established with the officers and field staffs of the 
Department of Transport and the Post Office Department continued throughout 
the en and acknowledgment is again made of the assistance and co-operation 
received, 


For the Directors, 


S. J. HUNGERFORD, 
President. 


Montreal, 19th, March, 1940. 


The Cuairman: Gentlemen, I think we should rise now. It is 1 o’clock. 
Shall we convene at four? What is your wish? 


Mr. Harris: There are some very important resolutions in the house 
this afternoon, Mr. Chairman. 


The Cuatrman: Well, it is up to the committee. We cannot possibly 
conclude to-day, more particularly since our minister will be away this after- 
noon and there is a good deal of consideration to be given to airways, I 
presume. 


Mr. Harris: What is the minister’s wish? That is the important thing. 


The CHatrman: So far as the consideration of the T.C.A. is concerned 
we would like it held over until he returns on Thursday, and I think probably 
we might quite readily agree to that arrangement. 


Mr. Gray: Surely. 


Hon. Mr. Howe: There is no reason why you should not go on with the 
railway. I have to leave for New York this afternoon. 


Mr. Gray: Could not we go on with something to-morrow? 

The CHatrrRMAN: We have only the budget and a reconsideration of the 
railway. 

Mr. Gray: Would it suit the officials better to come back? 

Mr. Huneerrorp: We would like to get through. 

Mr. Gray: Can we carry on to-morrow? 

The CHAIRMAN: They will have to wait until Thursday. 

Mr. Gray: Why not come back to-morrow? 

The CHarrRMAN: That is all right. 

Mr. Harris: To-morrow is our caucus day. 

Mr. McCuutocH: Why not meet this afternoon? 

The CuarirMAN: We shall hold everything until Thursday. 


The committee adjourned at 1 o’clock to meet on Thursday, July 11, 
at 11 o’clock. 
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Mr. R. C. Vaughan, Vice-President, Canadian National Railways. 
Mr. T. H. Cooper, Comptroller, Canadian National Railways. 
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REPORTS TO THE HOUSE 
July 18, 1940 


The Standing Committee on Railways and Shipping owned, operated and 
_ controlled by the Government begs leave to present the following as its 


SECOND REPORT 


Your Committee has considered the following Items of the Estimates 
referred to the Committee on June 28, and approves of same viz: 


445—Maritime Freight Rates Act, Canadian National Railways, 


PASCO TTS Eimear mene ane ei cl Ale CON URMmnMn ats 0, SN Uy Pe Min 0P, $ 2,000,000 
446—Maritime Freight Rates Act, Railways other than Canadian 

PAC TOMS LMG MEER VSO | L:. gc Gea pMIME 06, ARUIRIS SUM nen 800,000 
458—Canadian National (West Indies) Steamships Limited, 

CEA OUUR ATES RE 0720 Mant Oa Amman 0 a DT A A 21,000 
459—Canadian National Railway Company.................. 15,000,000 
460—Prince Edward Island Car Ferry and Terminals.......... 327,000 


All of which is respectfully submitted. 


J. P. HOWDEN, 
Chairman. 
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MINUTES OF PROCEEDINGS 


11.00 a.m., 
July 16, 1940. 


The Standing Committee on Railways and Shipping owned, operated and 
controlled by the Government, met this day at 11.00 o’clock am. Mr. J. P. 
Howden, the Chairman, presided. 


- Members present were: Messrs. Black (Cumberland), Bradette, Donnelly, 
Emmerson, Ferland, Hanson (Skeena), Harris (Danforth), Howden, Howe, 
Jackman, Lockhart, MacInnis, McCulloch, Sanderson, and Sissons.—15. 


In attendance were: The Hon. P. J. A. Cardin, Minister of Public Works 
and Transport; Mr. 8. J. Hungerford, President, Canadian National Railways; 
Mr. R. C. Vaughan, Vice-President, Canadian National Railways; Mr. T. H. 
Cooper, Comptroller, Mr. W. M. Armstrong, Assistant Chief of Research and 
Development; Col. V. I. Smart, Deputy Minister of Transport; Mr. A. V. 
Franklin, Railway Auditor, Department of Transport; Mr. O. A. Matthews, 
_ representing George A. Touche & Co., Auditors; Mr. D. B. Colyer, Vice- 
President, Trans-Canada Air Lines; and Mr. W. F. English, Assistant to the 
Vice-President, Trans-Canada Air Lines. 


A statement showing the capital account of each of the Canadian National 
Railways hotels for the last five years was ordered to be inserted in the minutes 
of evidence. 


The report of the Trans-Canada Air Lines was further considered. 


The Budget of the Trans-Canada Air Lines for 1940 was ordered to be filed 
with the Committee. . 


On motion of Mr. Harris it was 


Ordered,—-That in future reports of the Trans-Canada Air Lines 
should show the number of non-revenue passengers. 


On motion of Mr. Hanson, seconded by Mr. McCulloch, the report of the 
Trans-Canada Air Lines was adopted on division. 

Moved by Mr. McCulloch, seconded by Mr. MacInnis, that the Committee 
meet again at 4.00 p.m. this day —Carried. 

Moved by Mr. Harris, seconded by Mr. MacInnis, that the Budget of the 
Canadian National Railways and the Canadian National (West Indies) Steam- 
ships, Limited, be now considered. The motion carried and the said Budget was 
taken under consideration. 


On motion of Mr. Sanderson the Committee adjourned. 


4.00 p.m. 
The Committee met again at 4.00 p.m. Mr. J. P. Howden, the Chairman, 
presided. 


Members present were: Messrs. Black (Cumberland), Bradette, Donnelly, 
Emmerson, Ferland, Hanson (Skeena), Harris (Danforth), Howden, Howe, 
Jackman, MacInnis, MeCulloch, Sanderson, and Sissons.—14. 


sal 


The Committee resumed consideration of the Budget of the Canadian . 
National Railways. During discussion of the item of $20,000,000, net income 
deficit, Mr. Harris moved, seconded by Mr. Black,— 

That the management, in co-operation with the Minister of Transport, 
in giving consideration to the views of this Committee, be asked to reduce 
the estimate referred to by the order to a lower figure in view of six 
months’ experience. 


This motion was negatived on the following division: Yeas: Messrs. Black 
(Cumberland), Harris, and Jackman (3). Nays: Messrs. Bradette, Donnelly, 
Emmerson, Ferland, Hanson (Skeena), McCulloch, Sanderson, and Sissons (8). 


On motion of Mr. McCulloch the Committee adjourned to meet again at 
8.00 p.m. this night. ' 


The Committee met again at 8.00 o’clock p.m. Mr. J. P.-Howden, the 
Chairman, presided. 


Members present were: Messrs. Black (Cumberland), Bradette, Donnelly, 
Emmerson, Ferland, Hansell, Hanson (Skeena), Harris (Danforth), Howden, 
Howe, Jackman, MacInnis, McCulloch, Sanderson, and Sissons.—15. 

The Committee resumed consideration of the Budget of the Canadian 
National Railways and the Canadian National (West Indies) Steamships, 
Limited. 

On motion of Mr. Hanson, seconded by Mr. McCulloch, the said Budget 
was adopted on division. 

On motion of Mr. Emmerson, seconded by Mr. McCulloch, the following 
Reports were adopted on division: — 

George A. Touche and Company ; 

Canadian National Railways; 

Canadian National (West Indies) Steamships, Limited;+and the 

Canadian National Securities Trust. 

The following items of the Estimates were approved :— 

445—Maritime Freight Rates Act, Canadian National Railways 


Bastern Tiines ..))s Minin) Ck VMN CCT, yi Te ea aa $ 2,000,000 
446—Maritime Freight Rates Act, Railways other than Canadian 

National: "Riaalwa yee tinct) commana ec) Ce > ea 800,000 
458—Canadian National (West Indies) Steamships, Limited, 

Capitals advanced gyn, DORs RAN. oC a 21,000 
459—Canadian National Railway Company.................. 15,000,000 
460—Prince Edward Island Car Ferry and Terminals.......... 327,000 


The Chairman, on behalf of the Committee, thanked the officials in attend- 
ance for their courteous treatment of the members of the Committee. Mr. Black 
expressed appreciation of the work of the officials, particularly Mr. Hungerford, 
and the Board of the Canadian National Railways. He also expressed his 
appreciation of the knowledge, ability and courtesy of the retiring Minister of 
Transport (The Honourable Mr. Howe). 


On motion of Mr. Hanson, the Committee adjourned at 9.15 p.m. to meet 
again at the call of the Chair. 


J24P pp Gres 
Clerk of the Committee. 
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Hovusr oF Commons, Room 277, 
July 16, 1940. 


The Standing Committee on Railways and Shipping met at 11 am. The 
‘Chairman, Mr. J. P. Howden, presided. 


The CuHairMAN: Order. Gentlemen, when the committee arose we were con- 
sidering Trans-Canada Air Lines. As they are of special interest to the hon. Mr. 
Howe and as he has made a request that they be not proceeded with until he is 
able to be present in the committee, and as he has not yet arrived this morning, 
I suggest that we go on with something else. 


Mr. Harris: Mr. Chairman, before you do that, was there not some informa- 
tion to be tabled the first thing this morning. I understood that someone was 
going to bring in a report showing the capital account for each of the hotels for 
the last five years and showing how the capital account had progressed from year 
to year; or, what were the amounts of capital invested in each hotel. 


The Cuairman: If the committee wants we can go ahead with that. 


Mr. Harris: I do not want to interfere with your routine, but I thought that 
this information should be tabled as the first order of business. 


The CuairmMan: Very well, if that is the desire of the committee. 
Mr. Harris: Are there enough copies of this report for all the members? 


Mr. Armstrone: No, sir. There is one copy for you, and we have a copy 
here for the record. 


The CuarrMAN: Do you wish to have this report read, Mr. Harris? 


Mr. Harris: I am in the hands of the committee, Mr. Chairman. I expect 
that the only way we can get it on the record is to have it read and that would be 
wasting a lot of time. Perhaps it could be filed and later incorporated into the 
record? 


The CuHairMAN: Yes, I think it can be taken as read. 
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Mr. Harris: I notice when looking at the report that while we asked 
that the total amounts be inserted they do not appear on the face of the 
report. 

Mr. Armstrrone: We will have the totals put on before it is entered in 
the record. 


Mr. Huncerrorp: We can do that, or, if you like, we can furnish additional 
copies for each member of the committee later. 

The Cuarrman: I think it will be all right to have it inserted in the 
record. 

And now the hon. Mr. Howe is here. He is a very busy man, so perhaps 
we should proceed with the report on the airways. In the absence of any other 
suggestions we will continue from where we left off last day. We have got 
down as far as the end of the signed report. Where do we go from there; to 
the balance sheet? The next item will be consideration of the balance sheet. 
Is it the wish of the committee that this balance sheet should be read, or shall 
we merely scrutinize it in passing? 

Mr. Buacx: There are $5,000,000 of adjustments, and of this $3,750,000 has 
been placed to the credit of the Trans-Canada Air Lines in cash; is that 
correct? 

Hon. Mr. Howe: Yes, in cash. 

Mr. Buack: How is that money provided; by the Canadian National Rail- 
ways, or by the government? 

Mr. Huncerrorp: The Canadian National Railways puts up the money 
and then subscribes for the stock of Trans-Canada Air Lines. 

Mr. Buacx: When the Canadian National Railways have a deficit where 
do they get the money from? 


Hon. Mr. Hows: They get it from the Capital Appropriations Bill, from 
parliament. An amount is voted to the railways for capital services each year. 
The money is subscribed by the government but through the Canadian National 
Railways. 

Mr. Buacx: The appropriations by parliament come under two headings; 
the appropriation for capital expenditures, and the appropriation to pay these 
deficits; is that correct? 

Hon. Mr. Hown: That is right. 

Mr. Buack: What was the total appropriation for capital expenditure last 
year? I presume that is set out in the financial statement of the Canadian 
National Railways? 

Mr. Huncerrorp: Mr. Cooper can give you the figure for last year. 

Mr. Cooprer: The capital requirements of the Canadian National Railways 
under the 1939 budget were $4,279,776.68; in addition, $8,162,745 was required 
for the retirement of capital debt. 

Mr. Brack: That would be under three headings then; one would be an 
appropriation to meet maturing debts and another appropriation would be for 
capital expenditures, and a third would be to cover the deficit. 

Hon. Mr. Hower: I might say there are two headings there. The one, 
capital appropriation, is merely a loan by the government. It is a suspense 
account. The government advances money from time to time as required to 
pay maturing indebtedness or to meet capital expenditures; but later that money 
is returned to the government by the railway through the sale of railway 
securities. The Canadian National Railway issues its own securities, of course, 
sa that the capital expenditure does not involve a vote of parliament; it is 
simply an authorization by parliament, a temporary financing in the meantime 
between the time the money is required and the time the railway issues its 
own securities. 
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Mr. JAckmaANn: Are you referring to the equipment trust certificates? 
Hon. Mr. Howe: No, capital expenditures direct. 


Mr. JAcKMAN: In other words, the railway simply issues its own bonds to 
the government. 


Hon. Mr. Howe: No, not to the government, to the publie. 
Mr. JAcKMAN: That is, in the form of guaranteed bonds, 


Hon. Mr. Hower: Railway bonds, sold to the public; guaranteed, yes. So, 
there are two types of capital financing by the government: one is the deficit, 
which is definitely paid up and is a definite transaction; the deficit is not 
capitalized; any capital expenditure is capitalized, funded by the Canadian 
National Railway, and the money repaid to the government. 

Mr. Buack: So that a provision is made for this capital expenditure. I 
presume there are items designating what services, what purposes, they have 
been appropriated for? 

Hon. Mr. Howe: That is in the railway budget, yes. 


. Mr. Brack: How much was that? Where is that statement for 1939 in the 
Canadian National Railways’ auditors’ report? 


Mr. Cooper: On page 5 we show the capital expenditure during the year 
amounting to $9,863,847; and on page 6 we show the retirement of other capital 
cbligations amounting to $8,162,745. 

Mr. Buack: Where do we find the entry in which this capital expenditure on 
Trans-Canada Air Lines appears? 


Hon. Mr. Howe: That would be partly of 1938, of course. Page 20, at 
the bottom of the page of the annual report of the Canadian National Railways, 
shows $550,000 of a loan for ithe account of Trans-Canada Air Lines. That 
is money Joaned to the Trans-Canada Air Lines during the year 1939. The 
balance was loaned in earlier years, I presume. 

Mr. Buackx: I do not yet understand, Mr. Chairman, how this money is 
made available. If I understand, the Minister the Railway is given authority 
to make this expenditure for this purpose out of capital monies provided; how? 

Hon. Mr. Hows: Shall I read from the Trans-Canada Air Lines Act? 


IssuE oF SEcuRITIES By Canaprtan NaTIoNAL Rattway CoMPANY 


12, (1) Subject to the provisions of this Act, the Canadian National 
Railway Company may issue notes, obligations, bonds and other securities 
(hereinafter in this section called “securities”) not exceeding the sum of 
five million dollars for the purpose of acquiring the eapital stock of the 
Corporation, and the Governor in Council may authorize the guarantee 
of the principal and interest of such securities on behalf of His Majesty. 

(2) ‘The Governor in Council may, subject to the provisions of this 
Act, approve or decide,— 

(a) the kind of securities to be issued and guaranteed, and 
the form and terms thereof; 

(b) the form and manner of the guarantee or guarantees; 

(c) the time, manner and amount of the issue or issues; 

(d) the terms and conditions of any sale, pledge or other dis- 
position of the securities; 

(c) the securing, if deemed desirable by the Governor in Council, 
of the securities by mortgage, deed of trust or other instrument, and 
the form and terms of any such instrument and the trustee or 
trustees thereof, 
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(3) The guarantee or guarantees may be signed on behalf of His 
Majesty by the Minister of Finance or by such other person as the 
Governor in Council may from time to time designate, and such signature 
shall be conclusive evidence for all purposes of the validity of such 
ouarantee and that the provisions of this Act have been complied with. 

(4) To enable the Canadian National Railway Company to pro- 
ceed forthwith to ‘acquire the capital stock of the Corporation, the 
Governor in Council, pending the issue, sale, pledge or other disposition 
of the aforesaid securities, may authorize advances to be made to the 
said Company from ithe Consolidated Revenue Fund, such advances to 
be reimbursed to His Majesty by the said Company from the proceeds 
of the sale, pledge or other disposition of such securities. 


That is from the Trans-Canada Air Lines Act. 

The Cuarrman: If you are through with that report we will proceed to 
page 12, Income Account. 

Mr. Harris: Just before you proceed ito page 12, now that the minister 
is here, the auditors for the Canadian National Railway system are the same 
auditors as for the Trans-Canada Air Lines. The auditors, according to their 
extra statement. with this document here, “Report on Accounts”, made a very 
limited audit, but among other things they intimated that they have made a 
report in the form of a memorandum to the board of directors dealing with 
operative and technical equipment retirement and other internal methods, and 
this was dispatched to the Minister of Transport. Under the heading of other 
internal matiters, or any other heading that applies, are there any observations 
in the memorandum that have to do with Trans-Canada Air Lines? Perhaps 
the minister would be good enough to tell us. We have not the advantage of 
that memorandum before us. 

Hon. Mr. Hower: I am informed by my deputy that there is nothing in 
that memorandum relating to Trans-Canada Air Lines. 

Mr. Harris: I just wanted to be clear on that as we go along. 

The CuHarrMAN: On page 12, is there any comment? 

Mr. Harris: Mr. Chairman, I must admit that this increase In revenue 
anticipated for this year is based on the 60 cents per flight mile from the $1,632,- 
875 of last year up to the estimate which we find in our estimates. I think the 
ficure was $4,400,000 odd. The minister’s deposition at the last meeting was 
that we had indicated that the percentage relationship of the total mcome 
account which last year was 69-5 per cent of all revenue received by the T.C.A. 
came from the Post Office Department. That condition would not obtain for the 
year that we are in. Could the minister give us an idea of how much revenue 
he anticipates will come from the $4,400,000 of the Post Office Department’s 
estimate and the relationship that will have to the total income for this coming 
year? 

Hon. Mr. Hown: The total revenue from mail for this year we estimate 
at $3,177,000; but, as a matter of fact, that will run less than that because we 
have not opened new services as soon as the budget anticipated. The budget 
was made up, of course, at the end of last year. 


Mr. Harris: Is that based on 60 cents? 

Hon. Mr. Howe: Yes, that is on 60 cents. It will be less than $3,177,000, 
perhaps less than $3,000,000; and at the present rate the earnings from passenger 
traffic should be about $1,800,000. | 

Mr. Harris: I just do not understand that last passenger reference, Mr. 
Chairman. 


Hon. Mr. Howe: Earnings from passengers for the current year should run 
about $1,800,000. 3 


116 STANDING COMMITTEE 


Mr. Harris: Earnings from passengers? 

Hon. Mr. Howe: The actual earnings from passenger traffic. 

Mr. Harris: From passenger traffic. Oh! Mr. Chairman, of the $3,177,00 
how much of that will be a loss to the Post Office Department.> Just to make 
myself more clear; the minister was going to find a better word than the 
one I used, I called it “differential” subsidy from the Post Office Department 
to the T.C.A.; but I am not complaining about it, I am not criticizing that 
subsidy; but the point, Mr. Chairman, is we want to know how much of the 
Post Office Department money is being used to assist, or, as I say, to subsidize 
the T.C.A.; is there any way of determining that? 

Hon. Mr. Howe: You heard from Mr. Herring of the difficulty of determining 
what is payable to the T.C.A. The Post Office Department are willing to 
authorize 4 cents out of every 6 cent stamp as being payable to the T.C.A. 
keeping the other 2 cents for themselves for pick up and distribution services. 

Mr. Harris: I appreciate that. | 

Hon. Mr. Howe: If 4 cents is the correct figure—of course, there again we 
cannot tell if it is, or the extent to which this new service is going to swell the 
volume of stamps sold; but the amount which we discussed when the budget 
was brought down in the finance meeting was about $800,000. 


Mr. Harris: Well then, Mr. Chairman, the deficit of the Post Office 
Department was set at from 35 cents to 50 cents, but at no time did they 
admit the 60 cents which is the rate which applies, and which is the contract 
as I understand it between the T.C.A. and the Post Office Department—now, 
is there any way of getting closer to the actual figure than that? He said that 
my guess was as good as his is because the gentleman who made the deposition 
is charged with the responsibility and I am not. I did not appreciate that 
kind of an answer and I do not appreciate it yet. I am not through with the 
question. We ought to get somewhere nearer than a guess of 35 cents to 50 
cents when the actual contract is 60 cents. 


Hon. Mr. Howe: Mr. Herring in that statement referred to a theoretical 
plane exactly large enough to carry the mail and nothing more. He said he 
thought he could supply that for somewhere between 35 cents and 50 cents. 
But the fact of the matter is that there is no such plane built that would 
maintain the present schedule but would be only large enough to carry the 
mail. I think it is very bad practice to theorize about a plane that does not 
exist. As a matter of fact, the rate of 60 cents a mile was struck as a rate 
that might possibly be achieved in the first year or two of operation. As a 
matter of fact we did not reach it last year. We expect to better it this year. 
Next year whatever we better it by this year will apply to reducing the 
rate, and we will very shortly get the actual rate at which this service will be 
able to carry the mail. We expect it to be a declining rate as years go by, and 
as the passenger traffic becomes a larger factor in revenue. 

Mr. Harris: In the meantime the contract at 60 cents does not expire 
until the end of this year? 

Hon. Mr, Howe: That is right. | 

Mr. Harris: So, Mr. Chairman, I think the minister will agree that out of 
the total revenue for the calender year 1940 there would be about $800,000 
from the Pust Office Department which would be over and above the actual 
cost of the carrying of the mail, for the provision of a mail service. 

Hon. Mr. Howr: On the other hand we expect to make a profit out of 
the Trans-Canada of somewhere between $300,000 and $000,000; so the net 
loss will not be so large. 

Mr. Harris: Well. in answer to my enquiry as to what portion of 
income will be received from mail, what percentage, about; it will be well over 
50 per cent, Mr. Chairman, will it not? 
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Hon. Mr. Hows: Yes. 
Mr. Harris: Would it approach last year’s figure of 69-5 per cent? 
Hon. Mr. Howe: I do not think so. That was temporary. 


Mr. Harris: I am not criticizing. I know all the difficulty that we have in 
budgeting for a year; but this is only an historical account of what happened 
for the 12 months ended the 31st of December, 1939. There is no budget along 
side of it. 


Mr. Buack: There must be a budget for the current year, is there not? 


Hon. Mr. Howsn: I have the budget in front of me. It is drawn up, as I 
say, with certain premises in mind; that is, we anticipated opening certain 
services at certain dates, and we have not got to that. Therefore, the budget 
is a bit out of date now. 

Our passenger ‘business 1s very much better than we anticipated in the 
- budget. For what it is worth, I have the budget that we received last December 
and on which we based our operations for this year. I would be glad to place 
it, before the committee, on the understanding that it is rather out of date now, 
due to the fact that certain services have not been opened as yet. As a matter 
of fact, we opened the Windsor-Montreal service yesterday for mail only, I 
believe. 


The CuairMAN: Is it the wish of the committee that the budget be placed 
before the committee? | 


Mr. Buack: I think it should be put on the record, Mr. Chairman, with a 
notation as to changes in the situation at the present time as they apply to the 
respective estimates. 


The Cuarrman: It is understood that it will require some preparation, but, 
if it is the wish of the committee, the budget will be submitted. 


Hon. Mr. Howe: I will be glad to have this brought up to date and filed 
with the committee. 


The CuairMan: Is there any further comment with respect to this report? 


Mr. BravetTe: In connection with the item ‘Passenger Service,” as this is 
subsidized by the federal treasury, I should like to know if the Trans-Canada 
Air Lines are doing all they can to get as much passenger traffic as possible. The 
reason I ask that question is that in northern Ontario we have been told time 
and time again that there was no space in some of the aeroplanes for passengers 
going westwards. I know it has happened several times. We were told on 
‘several occasions, not officially but through the newspapers, local and general, 
that they were going to have feeder lines. I mention this fact for the reason 
that we have no connection between the east and west from Cochrane to 
Winnipeg on account of the closing of a section of the transcontinental railway. 
The people who go westward by rail have to go via North Bay, a roundabout 
way, which creates a throwback of about six hundred miles, and the people 
have been inclined to travel very extensively, or would be, by aeroplane, if they 
could get the service. 

We have an emergency field at Porquis Junction, and they have been landing 
there for the last two years on account of a bad situation in Kapuskasing. It 
is almost impossible for the people from Kirkland Lake and the Rouyn section 
of northern Quebec to use Trans-Canada Air Lines at the present time. I should 
like to know if it is true that on several occasions they could not stop in northern 
Ontario, in my section, for passengers? 

Hon. Mr. Howe: Of course, the line is crowded to capacity. The difficulty 
you have of getting a seat in northern Ontario 1s not much worse than we have 
in getting a seat in Ottawa. : 
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Mr. Braverre: But in Ottawa you can go directly to Winnipeg and we 
cannot do that from our section of the country; we have to swing back about 
six hundred miles to go west by rail. 

Hon. Mr. Howe: But, as you know, our services have been greatly curtailed 
by the war. If it had not been for the war I think we would have had more 
equipment and I think we would have been considering feeder lines to pick up 
passengers in between. As things are now we have not allowed any further 
capital expenditures to be made on the line this year, and we are not in a 
position to encourage additional services. 

Mr. Braperre: As it is now you are really overloaded? — 

Hon. Mr. Howe: Yes. 

Mr. Braperre: You have not got the space to handle more traffic? 

Hon. Mr. Howe: We have not the equipment to do it. 

Mr. MacInnis: Who has the authority to establish passenger and express 
rates? 

Hon. Mr.: Howe: They are set on @ competitive basis. The six cents a 
mile basis is standard all over the continent. Our rate for the service from 
Montreal to Vancouver is competitive with the charges from New York to 
Seattle. It is just a competitive rate; that is what the Act calls for—competitive 
with other services. 

Mr. MacInnis: Does the transport commission authorize the rate? 

Hon. Mr. Howe: Yes, they are approved by the Board of Transport Com- 
missioners. 

The CuairMan: Gentlemen, we have considered a number of reports. We 
might adopt these reports, if we are through with them. We have gone over 
the report covering the Canadian National Railway system. 

Mr. Buack: I should like to ask the minister a question, Mr. Chairman, 
in regard to the new service to which he has referred, between Montreal and 
Windsor. Is the same type of machine authorized on that service as on the 
regular transcontinental route? 

Hon. Mr. Howe: Yes; we have only one type of plane. 

Mr. Buack: I should like to ask the minister why Nova Scotia is discrim- 
inated against and have not the advantage of a service at least similar to the 
one that is being put into effect between Montreal and Windsor. 

Hon. Mr. Howe: The reason is that we cannot take these planes into the 
type of airports you have along the Atlantic seaboard. 

Mr. Buack: What about the field at Stanley; it is only a short distance 
out of Halifax, not much farther than the distance from some of these airports 
to centres of population in New York or Montreal. 

Hon. Mr. Hows: Would you suggest making the terminus of the Trans- 
Canada Air Lines at Stanley? | 7 

Mr. Buacx: I would say, rather than ignore Nova Scotia,—it is a tempor- 
ary expedient,—they should use Stanley field rather than go on with the service 
they are now getting. There is some feeling in Nova Scotia that they have 
been discriminated against. I do not wish to be unreasonable, but I think the 
minister gave an undertaking that the Atlantic terminus would be at Halifax or 
Dartmouth. I do not want to be too impatient, but I do not want to feel that 
they are being overlooked and slighted. 

Hon. Mr. Hower: The Dartmouth field is used exclusively for coast defence. 
We had arranged a radio beam to work with the Dartmouth field, and we were 
always prepared to use that field for passenger service. We were told at the 
outbreak of war that that field was required exclusively for the defence of the 
east coast.° The same applies to Sydney; the same applies +o Yarmouth. In 
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time of war, we do not wish to intrude on that. As a matter of fact, the two- 
engine Beechcraft planes used down there are very comfortable passenger 
planes, just as good for that service as the Trans-Canada planes. 

Mr. Buack: I assume the field at Dartmouth will always be controlled as 
a military field, will it? 

Hon. Mr. Howe: We had arranged before the war to use it for Trans- 
Canada as well. Naturally, that arrangement was superseded when war broke 


out. In peace time I have no reason to think we should not use the Dartmouth 
field. 


Mr. Brack: The city of Halifax has expended more than $200,000 on their 
air field. It was one of the first cities in Canada which made such a large 
expenditure for such a purpose. 

Hon. Mr. Howe: You cannot remove geographical conditions. It happens 
to be tucked away behind Citadel Hill, surrounded by tall buildings and by 
houses, and you just can’t land there; that is all. I tried it once and got the 
fright of my life. 

Mr. Brack: ‘That is unfortunate. On the other hand, they located the 
field after having it approved by the only authority that was in existence at that 
time. 

Hon. Mr. Howe: It is unfortunate but we cannot change it now, as I see it. 

Mr. Brack: Is it possible to use Stanley field? It is only about twenty- 
five or thirty miles out of Halifax. 

Hon. Mr. Hows: If you want to take the responsibility for it, I would say 
it is possible, but I do not think it would please the people of Halifax. They 
have a very comfortable service from the city of Halifax to the end of the 
Trans-Canada; I think they would resent any change for the worse there. 

Mr. Buacx: The minister thinks that Halifax and Nova Scotia should be 
satisfied with the present service? 

Hon. Mr. Hower: For the moment, yes. 

Mr. Buack: With the expectation or understanding that the Atlantic 
terminus will eventually be in Nova Scotia? 

Hon. Mr. Howe: I should say with the hope. 

Mr. Harris: In connection with page 12, could we have the non-revenue 
passengers that were carried? You will notice that under ‘Statistical Data” 
you have a memorandum of the revenue passengers carried—21,569. How many 
non-revenue passengers were carried? 

Hon. Mr. Howe: We did last year as a matter of advertising— 

Mr. Harris: Excepting the initial period. I except that. 

Hon. Mr. Howe: ‘The only non-revenue passengers that can travel are 
employees of the line travelling on business over the line when there is a vacant 
seat. If there is a revenue passenger offering, the non-revenue passenger cannot 
ride. 

Mr. Harris: Have you the figures, Mr. Chairman, for the non-revenue 
passengers carried? 

Mr. Cotyrer: We do not have them here. 

Mr. Harris: Could we have them in future reports, Mr. Chairman? 

The CuarrmMan: I do not think it was considered. If you demand any- 
thing in the way of a report, we will obtain it. 

Mr. Harris: If you have the number of revenue passengers carried under 
statistical data, surely we could have the number of non-revenue passengers 
carried. Let me put it to you this way, Mr. Chairman: One of the features of 
our whole railway system that bears down very heavily on it and to which great 
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expense attaches is the carrying of deadheads. You and I ride free; in my judg- 
ment we have no right to ride free; we should pay our way. We are not the 
only ones; there are thousands and thousands of people in Canada riding free on 
our railroads. Pensioners and widows of former railway men all ride on passes— 
all by agreement, I quite admit. In future statements of the Trans-Canada ~ 
Air Lines I move, if necessary, that the reports reveal the number of non-revenue 
passengers and the miles flown. 

The CHairMAN: In subsequent statements? 

Mr. Harris: Yes. 

The CHatrMan: You will not require it for this inquiry? 

Mr. Harris: I am asking for it but it does not seem to be available. This 
is perhaps the initial period, 1939. I am not worrying about the members of 
parliament; I have made my deposition. No matter what they travel on they 
should pay the full fare, the same as any other citizen. I am speaking of what 
has crept into the railway system. 

The CHAIRMAN: The minister has indicated that the only non-revenue 
passengers are employees of the airways travelling on business. 

Mr. Harris: That can be set up. But there are others. 

Mr. Cotyer: I can provide the complete information on that. 

The CHarrman: Mr. Colyer offers to give the information now, if you would 
like to have it. 

Mr. Harris: It would be just as well to have it on the record. 

Mr. Brapetre: Are you including the taking away of passes of members 
of parliament? 

Mr. Harris: I have made myself abundantly clear as far as these dead- 
heads are concerned. I think we can dismiss the matter and get on with the 
business. I would not ask that it be read into the record, just put it in. 

The CuarrMan: Does Mr. Harris desire to have this information’ filed, or 
does he wish it for subsequent reports? 


Mr. Harris: For this report. 
The CHAIRMAN: Now. 
Mr. Harris: Yes. 


Mr. Cotyrr: The pass regulations governing Trans-Canada Air Lines are 
approved by the Board of Transport Commissioners. They permit the issuance 
of passes to certain individuals of the company. All these passes I am speaking 
of are for seats that are not reserved or sold to paying passengers—company 
employees travelling on business of the company; Department of Transport 
airways employees travelling on business of the airways in connection with 
radio ranges, airports, etc.; Post Office Department officials travelling on busi- 
ness of the airmail service. Each company employee of Trans-Canada Air 
Lines is given one annual pass for himself over the line, plus one pass for a 
dependent member of his family. 

I believe that covers all the passes that are authorized by the Board of 
Transport Commissioners, except for short courtesy flights around the airport: 
in connection with the development of the passenger business. ~ 

The CHarrMAN: It might be as well to clarify the request for the next 
report, as to whether it is a statement of the advantage that has been taken 
of passes, or whether it is just such a statement as we have had at the present 
time, that is, to whom the courtesy is extended. 


Mr. Harris: The present statement is just a statement of ets or a state- 
ment of what is laid down by the transport commission. That-does not give us 
the information. In your report you have shown the number of revenue passen- 
gers carried. Let us have the number of non-revenue passengers carried, and 
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if the administration of the Trans-Canada Air Lines wants to sub-divide that 
into two items, one the operation of the business itself and the other compliment- 
ary business, that would be all right. I would be quite happy to see it sub- 
divided. I certainly do not want to interfere with the business of operating 
the Trans-Canada Air Lines. 

Mr. Cotyer: I can submit a complete report. 

Mr. Harris: When you do, give the number of deputy ministers who ride 
free on the line as well, whether they are on official trips or some other sort of 
trips. 

The Cuatrman: Are you through with this report? 

Mr. JAckMAN: Do I understand that the rates for passengers are fixed by 
statute, or are they left to the management? 

Hon. Mr. Howe: They are left to the management subject to the ruling of 
the Board of Transport Commissioners. They are under the jurisdiction of the 
Board of Transport Commissioners, but they are fixed on a competitive basis with 
parallel lines in the south. 

Mr. JAckmaNn: Also, I suppose, on a competitive basis with the railways? 

Hon. Mr. Howe: No. 


Mr. JACKMAN: It does not cost very much more, I understand, to come from 
Toronto to Ottawa by air line than it does by railway. 

Hon. Mr, Howe: Well, you add on the extras. “The basic rate on the railway 
is three cents a mile; the basic airline rate is six cents. On the air line there is 
no birth to buy and no meals to buy, or anything of that kind. 


Mr. Jackman: If it were thought that the passenger rate might be boosted, 
is there any difficulty at all in increasing the rates quickly, or does the manage- 
ment have to go before the Board of Transport Commissioners? 

Hon. Mr. Howe: It would have to go before the Board of Transport Com- 
missioners and give thirty days’ notice. 

Mr. JACKMAN: It seems to me that there are many people who travel from 
Toronto to Ottawa and elsewhere who could just as easily travel by the railway, 
that is, people whose time is not so valuable. Of course, you may want that 
business in order to increase the percentage of occupancy. On the other hand, 
you may want to release some of your planes for other purposes or not to expand 
the air service on account of military demands for planes. It seems to me the 
rates are very cheap and consequently are attracting many people who could 
comtiortably travel by railway service. 

Hon. Mr. Howe: Our rates are competitive with other rates charged. I do 
not think we could put ourselves in the position where our railway rates and boat 
rates were not pretty well competitive with those in the south. 


Mr. JAcKMAN: Of course, while they are competitive with rates to the south, 
the American Air Lines are in most cases, excepting the transcontinental, com- 
petitive because they do not compete between the same points. 

Hon. Mr. Howe: That is true on the shorter runs. 


Mr. JACKMAN: Do you not think in many cases the rates could be increased 
without any substantial loss in desired traffic? 

Mr. Cotypr: We are competitive with the lines in the States. We bring 
passengers from New York going out to the west coast; we bring passengers from 
the west coast who are going to New York, and there is a certain amount of com- 
petition in connection with the business there. You will find that our rates on 
the average are slightly higher than the rates in the States, generally speaking. 
Our rate is six cents. Some of the lines in the United States have cut that. We 
do have cases where the air passenger fare between two points is equal to the 
railroad fare. For example, from Lethbridge to Vancouver, where the railroad 
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takes a long way around to get there, our charge is about seven cents per mile 

because we do not undercut the rail charge in any instance. We arbitrarily 

raised the fare there to more than the six cent rate between those particular 
oints, 

The fare from Edmonton to Winnipeg is very substantially higher than the 

rail fare, because the railway line follows a more or less diagonal line, and we go 

straight south to Lethbridge and make a right angle going into Winnipeg. 

I am afraid that if the Trans-Canada fares were materially raised it would 
reflect, directly on our revenue. 

Mr. MacInnis: Would it be possible to get the percentage of revenue pas- 
sengers who are on government business and whose fares have been paid by the 
government? 

Mr. Conver: I know quite a few instances. I think we could where they 
travel on government warrants. Where they go and buy a ticket with cash, we 
have no indication that they are travelling on government business; but there is 
a substantial amount of government business over the line that is paid for by the 
government. 

Mr. JacKMAN: I do not suppose you try to attract American travellers over 
our lines? 

Mr. CotyEer: We certainly do. 

Mr. JackMaAn: I mean, where they originate in the United States. 

Mr. Cotynr: We try to get them from Seattle. That is the only place where 
we have any traffic organization in the United States. We try to get them to use 
Trans-Canada Air Lines coming east to Toronto, Ottawa, Montreal or even to 
Winnipeg. 

Mr. JacKMAN: That is where they have a Canadian destination. 

Mr. Coutyrr: It is against the law, theoretically, for us to carry a passenger 
from one point in the United States to another point in the United States. We 
do not operate that way at the present time, but we may eventually. There have 
been cases when passengers have flown from Seattle to Montreal who were going 
to New York city, using the Canadian colonial from Montreal down to New 
York. 

Mr. JAcKMAN: The difficulty in getting American funds now might possibly 
allow you to increase your rate, so far as competition with the United States 
is concerned. 

Mr. Locxuart: Mr. Chairman, in concluding this matter of passes given 
to large groups of people on the Trans-Canada Air Lines, are we to understand ~ 
that at the next meeting or at future sittings of this committee we will have a 
better break-down along the lines suggested by Mr. Harris, indicating the 
approximate number and to whom these passes are issued? We will get that at 
future deliberations? It will be officials of the air line who will have that 
information so that they can give it to us. 

The Cuatrman: We have been assured of a full report. 

Mr. Locxuart: That is to be understood? 

Mr. Couyer: It will be exact information. 

Mr. Locxuarr: Although the general public are jittery in so many ways 
these days, they feel that the issuing of passes is growing into the same propor- 
tions on this new system as it has grown in the railway system. I suggest that — 
we have this information for the use of future meetings. ) 

Mr. JackMAN: Before leaving the whole matter, Mr. Chairman, the item 


of accounts receivable in the balance sheet, of $451,466.54, is a rather large ~ 


item. I was wondering how it arose generally. 
Hon. Mr. Howse: I think that arose through tickets—interchange. 


RAILWAYS AND SHIPPING 123 


Mr. Cooper: There were two main items. We sold five 10-A aircraft to 
_ the War Supply Board, and part of the sales consideration is outstanding at the 
end of the year. The Post Office Department is the other large debtor. The 
War Supply Board were owing $228,000, and the Post Office Department were 
owing $158,000 at the end of the year. Those two items substantially represent 
the total of accounts receivable. 

Mr. JAckKMAN: Most of it has nothing to do with the ordinary commercial 
operations of the line. | 

Mr. Cooper: The Post Office Department represents mail pay. 

Mr. Brapette: In that item, excess baggage 21,000 lbs., is that an extra 
charge for that extra poundage? 

Mr. Conver: Yes, an extra charge by the rate that is approved by the 
Board of Transport Commissioners. 

Mr. Hanson: Is that so much per mile or so much per pound? How is that 
arrived at? 

Mr. Cotyer: I believe it is 1 per cent of the ticket fare between the two 
points concerned, per pound of excess. 

The Cuarrman: Now have we finished with this report? 

Mr. Buack: Now, Mr. Chairman, the second largest expense is ground 
operation and maintenanc, $636,000 odd. I would like to have a little more 
information as to what ownership or responsibility comes under the Trans- 
Canada Air Lines with respect to airports. I understand that most of the 
airports are built from another fund, another department of government and 
are used by Trans-Canada Air Lines, and the question arising is whether that is 
correct and as to what rentals are paid, if any, and what maintenance expendi- 
tures are defrayed by Trans-Canada, if any. 

Hon. Mr. Hown: Generally, the Trans-Canada pays landing fees for all the 
fields they use. If they use a government field they pay the government so 
much, I believe it is $100 a flight. 

Mr. Couyrer: $100 for the first schedule and $50 for each additional 
schedule. 

Hon. Mr. Howe: Yes. 

Mr. Cotyrer: That is per month. 

Hon. Mr. Hows: And in addition to that, of course, the Trans-Canada 
operate their own hangars, their own terminal facilities, they have their over- 
haul crews at the principal stopping places with their main over-haul at 
Winnipeg, the services for running their own line, and they pay rental for any 
hangars they use that they have not built themselves. 

Mr. Hanson: Did we have a reply about the excess baggage? 

Mr. Couyer: [ said 1 per cent of the one-way passenger fare. It is one- 
half of 1 per cent per pound of excess baggage. Two hundred pounds excess 

baggage would equal a full fare ticket. 
} Mr. Jackman: If the revenue to be received from passengers will total 
€1,800,000 this year as against $643,000 in the year 1939, that would be the 
place, I suppose, where most of that profit would come from that you are 
estimating for the total operation of the lne—there would be a big profit, 
I take it, in the increase in estimating revenue from passengers $1,800,000 
against $643,000 last year. 

Hon. Mr. Howe: Of course, we are flying more miles. 

Mr. JackMAN: The cost of operation. 

6352—2} 
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Hon. Mr. Hows: The cost of ground operation will not be up nearly in 
- proportion to the extra miles flown. The first flight takes almost as much 
eround service as the second, third and fourth flights. 

Mr. JAckmAN: There will be a substantial amount of profit in that increased 
revenue from passengers. 

Hon. Mr. Howe: We hope so. It is hard to say whether the profit comes 
from passengers or from mail. 

Mr. BrapetreE: Do you expect to get increased revenue with increased 
equipment? 

Hon. Mr. Hown: Oh, yes, we are keeping our equipment longer in the 
air. We have the same number of planes as last year but we are flying them 
more hours per plane. : 

Mr. Buack: How many Trans-Canada Air Line ports are used by the 
T.C.A., and who has the ownership of those airports—the Dominion government? 

Hon. Mr. Howe: In Moncton we own the airport. In Montreal we own 
the airport— 

Mr. Buacx: Is it the Canadian National Railway or the Dominion 
government? 

Hon. Mr. Howse: The Dominion government. In Moncton we own it, in 
Montreal we own it, in Ottawa we own the airport, at North Bay we own the 
airport. At Toronto the city owns the airport, at Winnipeg the city owns the 
airport, at Regina the city owns the airport, at Lethbridge the city owns the 
airport, at Edmonton the city owns the airport, and at Vancouver the city 
owns the airport | 

Mr. Jackman: I asked the minister for the amendments to the Trans- 
Canada Air Lines Act of 1937 in order that any surpluses which accrue this 
year will not be used as part of the basis for figuring the air mail contract for « 
next year. You wish to extend the initial term of 1937, aimed to end in 1940 
rather than in 1937; is that simply to fortify the reserves of the Trans- 
Canada system or— 

Hon. Mr. Howe: No, you misunderstand the purpose of the amendment. 
Without the amendment, the rate for this year, the mail rate for this year, 
would have been the rate determined last year which was considerably higher 
than 60 cents. As I say, we did not carry passengers at all prior to last year 
and we did not have a full year to base it on so the result is that without the 
amendment the rates for mail which we could have claimed quite legitimately 
would have been about 70 cents a mile; but we passed that amendment because 
we did not think it was fair to assess the cost of carrying mail on the results 
of last year, not having a full passenger year to base it on; but the rates this 
year, under the amendment—the rates established in 1940 will definitely 
determine the mail rate of 1941. 

Mr. JAcKMAN: If there is a surplus in 1940, half of that surplus will be 
used to reduce the rates to the business? 

Hon Mr. Howe: That is correct. 

Mr. JAcKMAN: The purpose of that amendment was not. to allow the Trans- 
Canada to keep additional funds? 

Hon. Mr. Hows: Oh, no, to prevent them accumulating additional funds. 

Mr. JAcKMAN: It is an unusual item, I think, in government statements to 
have that capital stock subscription unpaid carried forward. It is $1,250,000 
which the Trans-Canada can call up in the way of unpaid subscriptions, I. 
presume, from the Canadian National Railways. 

Hon. Mr. Howe: Yes. If they require additional capital expansion; but 
it is generally understood for this year there will be no material capital 
expansion. 
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Mr. JackMAN: I suppose there is a liability in the C.N.R. account some- 
where for that. 

Hon. Mr. Hown: No, the C.N.R. have not drawn down the money; the 
money is in the treasury of the government. 

Mr. JACKMAN:. You cannot have it as an asset on the T.C.A. books 
without having a corresponding liability in some other books—it must be in 
the C.N.R. some place. 

Hon. Mr. Hown: It is not an asset: it is a power to create an asset. 

Mr. SMart: $3,699,000 is the asset; capital adset $3,065,000. It is offset by 
$9,000,000 less $1,250,000. 

Mr. Jackman: Yes, I see how you total it. It is really a contingent asset. 


Mr. Cooper: I think what you have reference to is covered by the note on 
page 21 of the railway report “Major Contingent Liabilities” the first item 
“Trans-Canada Air Lines’. : 

Mr. Jackman: Yes, I see. It is a footnote, and not taken into the account. 


Mr. Cooper: The contingent liability will be taken up whenever an 
additional call on the stock is made, but the call has not yet been made, and 
there is no present liability. There is a contingent liability, and that is 
recorded. 

Mr. Jackman: Is not that rather unusual in the accounting of government- 
_ owned enterprises? 

Mr. Cooper: I do not think so. Our investment in Trans-Canada to-day 
is three and three-quarter million dollars. We show that as an asset. 


Mr. JAckMAN: I understand. As it applies here it seems unusual, although 
there is no particular importance attached to it. It is rather unusual looking 
at it. It happens in other accounts of some of your subsidiary companies? 
Perhaps you have no set of circumstances the same as this? 


Mr. Cooper: We have the Northern Alberta Railways where the situation 
is the same. 

Mr. JacKMAN: On capital account? 

Mr. Cooprr: Yes, sir. 

Mr. McCuuiocu: Can you give any idea to the committee when the air 
mail will be carrying mail from Moncton to Halifax, and from New Glasgow to 
Sydney? . 

Hon. Mr. Howe: That is a matter of airports chiefly: As I say, we always 
expected and were planning to use the Dartmouth airport and the Sydney 
airport. We are not able to do that now. It is exceedingly expensive to build 
an airport in the Sydney area, and I think the only alternative is to wait until 
the military needs permit us to use that airport. | 


Mr. McCutiocu: The Sydney airport is under construction. 


Hon. Mr. Howe: It is practically finished, but it is a national defence 
airport, of course. 

Mr. Harris: In the case of a machine cracking up, or in the case of the loss 
of a costly piece of equipment, is that immediately absorbed in the current 
business of the year, or is it just charged to the depreciation account? For 
example, I think you had a machine smashed up in Regina last year entailing 
heavy capital loss; is that written off the current year’s business? Say there 
was 20 per cent written off immediately the machine was put into service, 
80 per cent is lost out of your capital account. Is that absorbed in the current 
year’s business, or is it the policy of the T.C.A. to charge that against the sum 
total‘of depreciation reserves? 


Mr. Coorrr: When the accident at Regina happened, we wrote off the 
complete investment. To the extent depreciation had been accrued, that portion 
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was charged to depreciation reserve. Also we had set up a crash reserve, and 
we charged as much as was available in the reserve. The balance was charged 
off as operating expense, so that the complete loss was accounted for by charges 
to operation to the date of the accident, either as depreciation, crash insurance, 
or as direct operating expense. 

Mr. Harris: That is the policy? 

Hon. Mr. Howe: It was not thought wise to carry that crash reserve as a 
deficit account. In other words, we took all the money there was in the crash 
reserve and we charged the balance to the operation in the air. ) 


Mr. Harris: Is that figure there? I do not want to delay the committee. 
You can put it on the record. 


The CuatrMan: Are we through with this report gentlemen? If so, would. 
it be in order to move its adoption? ) 


Mr. Harris: Mr. Chairman, the adoption of the report, as far as I am 
concerned, will be moved on division, and if you want the reasons I shall be 
glad to recite them now. The first reason is that the company’s budget for 1940 
was not tabled until to-day. We have only had the annual report before us 
right through. We have that budget now. It was not down in time for us to 
give any serious consideration to it, and for that first reason I should like a 
recorded division; secondly, as an observation, they contemplated there would 
be a profit for the year after depreciation, and the thought runs in my mind, 
a profit to whom? Who will get a profit? The enterprise is owned in the final 
analysis by the Canadian people; it is a branch of the Canadian service, for 
lack of a better word, and I'am not complaining about the system; but it receives 
moneys or subsidies from another branch, namely the Post Office Department, 
which helps to keep its business on a profit basis. To say it is contemplated 
that there will be a profit for the year is not a fair statement to make to the 
Canadian people inasmuch as that profit is coming from another department of 
government. For that reason I purpose, as far as I am concerned personally, 
that the record go on division. 

Mr. Hanson: I move the adoption of the report. 


Mr. Harris: My third reason is that I am not satisfied with the clause under 
personnel. The information was given in camera and I do not purpose to pursue 
the matter. I refer to the cost of consultants. 


The CuarrmMan: It has been moved by Mr. Hanson, seconded by Mr. 
McCulloch that this report be adopted. In my opinion the motion is carried. 

Now, we have dealt with the annual report of the Canadian National 
Railways system, with the report of the Canadian National (West Indies) 
Steamships Limited, and with the auditors report and the Canadian National 
Railways Securities Trust, and we have allowed ample time, I think, to reconsider 
any points up to the present, and if the committee is through with those reports, 
it will be in order to adopt them. 

Mr. Harris: Mr. Chairman, we have not considered the budget for the year 
1940. 

The CHatrMAN: No, that is still open. 


_ Mr. Harris: What is your purpose now? We are in the hands of the chair. 
Is it your purpose to put a motion on this? 
The CHarrMan: If you would prefer to consider this budget before adopting 
the reports that have gone on it is up to the committee to decide. 
Mr. Harris: It is up to the chairman to say. 
_ The Cuatrman: Well, I put it up to you; and if you wish to make a motion 
with regard to the division of these reports, well and good; and if not, we will 
proceed with some other matter. 


i. 
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Mr. Harris: If we must have a motion, I move that we consider the budget 
of the Canadian National Railways and the Canadian National Steamships for 
the year 1940. 


Mr. MacInnis: I will second that motion. 

Motion agreed to. 

The CHAtrMAN: Will one of the officials kindly read this budget? 
Mr. Huncerrorp: I will ask Mr. Armstrong to read that. 


Mr. Armstrong: This is the budget of the Canadian National Railways 
and the Canadian National Steamships for the year 1940. It is as follows: 


CANADIAN NATIONAL RAILWAYS AND CANADIAN NATIONAL STEAMSHIPS 
BUDGET FOR YEAR 1940 


SUMMARY 
Canadian National Railways—All-inclusive system Reference 
Net Income Deficit page Amount Total 
Cee TAeTITON ATLOTIGI TIMELY Sire eS) halal (ale ecaty, glee tied fess pe $20,000,000 $20,000,000 


Capital Expenditures 
Additions and betterments, less retirements. ei 3 4,649,000 
News Caui pment, DURCH a mem ese Halk) ve Liae Remit d-oeelara als Phe s 3 1,665,000 
Acquisition of securities. + 590,000 
Retirement of Maturing Capital Obligations 
Including sinking fund and ee 
Pr incipal payments. . ot A Ad een as ars 5 8,200,000 


15,104,000 
CEO harle ya mee mats leyies crus eranhc ese cent eel Nae $35,104,000 


NotrE—Net income deficit of $20,000,000 includes $1,396,400 
for contribution to deficit of 1.C.R.:and P.H.I. Provident 
Fund, and $100,000 for contribution to Grand Trunk 
Railway of Canada Superannuation and Provident Fund 
Association. 


Budget requirement does not include new equipment pur- 
chased under 1939 orders placed by the War Supply 
Board, amounting to $14,909,144, on which first repay- 
ment installment will be made in 1941. 


Statutory Authorizations 
Trans-Canada Air Lines, authorized under Chapter 48, 
VEArELOA Tis. s/n) Are SCE URE 1,250,000 


Canadian Nation! Steamships 
Canadian National (West Indies) Steamships, Limited 
Net income available towards payment of interest 
on advances by Government of Canada.. .. .. .. 6 225,000 
Capital Expenditures 
Addations and bettermentamays toca: is rena eeicees ete 6 21,000 
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CANADIAN NATIONAL RAILWAYS (ALL-INCLUSIVE SYSTEM) 
BUDGET FOR YEAR 1940 


Total 
Net Income Deficit Amount requirements 
Operating revenues, excluding 20 per cent contribution, M.F.R. Act. .$247,450,000 
Contribution from Government under Maritime Freight Rates Act 
(20 percent oth’. S) .. 1: eam ae aay) Tara eT ky 2a 2,150,000 
Government share of Operating Account P.E.I. Car Ferry and 
Perminales tiara. i... Se aR) Soran eae Bier bias vite 400,000 . 
Total, Operating “Revenmesruac, va. tine neuen. fe . $250,000,000 
Operating“ Hxpenses; .°,/. es eee. se Pee .. ++ 207,000,000 
Net’ Revenue from Ratlway Operation), 99... .. ..... .$ 43,000,000 
PARES 3 Gin eee des oie 3 «<M aioe ee | i a pea 6,270,000 
Other Income ,Debits or Credits —Net Debit. (ee. oo 1,046,000 
Net, Income ‘before Fixed Charges... 77. Shite... 2 2, .$ 35,684,000 
Fixed Charges— 
Interest due Public on Long Term Debt.. .. .. .. Hotes ss) vo) OOmmBEROOO 
Interest on Dominion Government Loans for Capital and Refunding — 1,357,000 
Other “Mixed Charges’. 5 J )gmen bee IU dna eae S, (ugh ele 2,758,000 
Income Requitements meee nk ©. Ne 0. a crepe ey meenn mel), / ..5 18,617,000 
Profit.iand) Loss Items—-Net. Debipaet, |) sa ee ee Pinata ely 1,383,000 
Estimated Net Cash Requirement on Deficit Account.. ..8 20,000,000 
—— $20,000,000 


NotE—The 1940 Estimated Net Cash Requirement on Deficit Account of $20,000,000 
includes $1,396,400 for Contribution to Deficit of LCR. and P.E.J. Provident Fund, and 
$100,000 for Contribution to Grand Trunk Railway of Canada Superannuation and Provident 
Fund Association. 


The Cuatrman: Do you wish to ask any questions on the material which 
has been presnted up to this point? 


Mr. Harris: Yes. With regard to that item for new equipment, $14,909,000; 
that will undoubtedly retire old equipment immediately it goes into service; 
is that right—a good deal of it? 

Hon. Mr. Hows: That was outside of the requirement. At the outbreak 
of the war we surveyed the situation on both railways. We did not want the 
railways to interfere with the war programme from time to time by ordering 
new equipment. We asked them to look over the situation and advise us how 
much additional equipment they would require to handle new business arising 
out of the war. We received estimates for about $15,000,000 from the Canadian 
National Railway and $10,000,000 from the Canadian Pacific Railway. The 
government decided to get that business out of the way, that it would purchase 
the equipment on government order and lease it to both railways on an equip- 
ment retirement plan so as to build up a plan very similar to—it is exactly the 
same as—that which was carried out by the Bennett government in 1932, with 
respect to the purchase of engines, locomotives and rails. Items of equipment 
of that kind were purchased by the government and the railways were given 
time to pay for it over a period of years, I think the period was fifteen years. 


Mr. Harris: Did you say, retired? 


Hon. Mr. Hown: Retired over a period of fifteen years; principal and inter- 
est retired over a period of fifteen years. 


Mr. Harris: That is to say, this new equipment of $15,000,000 will be retired 
starting in 1941, interest and principal, over a period of fifteen years? 


Hon. Mr. Howe: That is correct. 

Mr. Harris: And it will not replace the capital set-up of the system as it 
presently stands, will not replace any equipment which is being retired? 

Hon. Mr. Howe: No, this is additional equipment; new. 
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Mr. Harris: Yes. I understand it is additional, but this additional equip- 
ment will not replace any equipment which is presently capitalized and is ready 
for retirement? 

Hon. Mr. Howe: That is quite correct. 

Mr. JAckmMAN: The retirement plan does not come into operation until 
1941. I suppose there is an accrual charge for this new stock? 

Hon. Mr. Howe: I think none of it is deliverd until well on in 1940 so that 
payment in 1941 will be after the first year of service. 

Mr. JACKMAN: But are you charging current operations as the new equip- 
ment is being used? You are building up your fund to make your fifteenth part 
of the total payment—whatever the plan is—you are not using this rolling stock 
equipment which is new equipment without some charge being made for it to 
the railway system? ° 

Hon. Mr. Howe: I presume all accrued charges will be included in the 
statement, that the portion which is accrued out of the first year’s payment will 
be charged against this year. 

Mr. JACKMAN: As soon as you start using the equipment? 

-Hon. Mr. Hown: Yes: 

Mr. Smart: It is on a rental purchase basis. 


Mr. JAcKMAN: I realize your first payment under the plan though will not 
take place until 1940 when you will have been using the cars perhaps for a year. 

Hon. Mr. Howe: But, of course, you include all the accrued charges at 
the end of the year; the accrued equipment charges as well as the accrued 
interest. 

Mr. Buack: What is the percentage of interest charged? 

Hon. Mr. Hows: I am told that the Finance department have not given us 
a final ruling on that pomt yet. The practice is to charge one-half of one per 
cent more than it costs the federal government to borrow money on equivalent 
terms. It will be 34 per cent or 33 per cent, or somezning like that. 

Mr. MacInnis: What is the amount of the equipment leased to the C.P.R.? 

Hon. Mr. Hows: About $10,000,000. | 

Mr. Harris: Have you a break-down of the $207,000,000 operating expenses? 

Mr. Armstrona: No, sir, there is no break-down here of the $207,000,000. 


Mr. Harris: I notice six separate items. It should be a simple matter to 
have that information supplied. 


Mr. Armstrone: That can be broken down for you if you so desire. We 
will have a statement prepared for you. 


Mr. Brapverre: Mr. Chairman, I cannot hear the witness. 


Mr. Armstronc: I said, that can be broken down and we will have a state- 
ment prepared if you wish. 


The CuarrMAN: All right. 


Mr. Harris: Perhaps the witness could tell us this: What is the major item 
- in this connection? How much is of a temporary nature that will last only while 
the war is on? I appreciate that you will be handling more traffic, but I am 
very disappointed that this budget does not reveal a condition like that in 1928. 
- You have a net deficit estimated here of $20,000,000 while at the same time 
you have a very substantial increase in traffic. There is no reason to my mind 
why we should not approach much more closely to a balanced budget, taking 
‘into consideration the fact that we have lifted out of capital account all this 
investment, interest charges and a good deal of capital charges; I think the total 
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figure is a billion some odd, so I say that we ought to strive in this year of grace 
1940 to balance this budget. Instead of that we find an estimate coming in for, 
I think, only $5,000,000 less than this year; is that right? 

Mr. Armstronc: No, it is about $20,000,000 less. 

Mr. Harris: Your increase of traffic indicates an increase in revenue of 
over 20 per cent, and 20 per cent of a quarter-billion is $50,000,000. 

Mr. Huncerrorp: ‘This is an estimate of the gross revenue for this year, 
and it amounts to $250,000,000. In 1928 there was well over $300,000,000. 

Mr. Harris: Quite. I think the revenue this year ought to approach 
$300,000,000 if I may make the obervation. We have done everything possible. 
In the budget. brought down recently everything tends to help the situation. 
The 10 per cent extra charge on coal coming into Canada ought to give you 
very considerable revenue. Then, you have the prospect of a great wheat crop 
and there is a tremendous movenfent of heavy materials; metals such as zinc, 
iron, nickel and so on. I think that this budget was brought down early before 
you had the experience of the last six months. I think that a management of 
outstanding men such as we have running this railroad, Mr. Chairman, instead 
of just giving us \an historical recital of what has happened, instead of sitting 
back there and attending to their business of running this railroad on a day 
to day basis ought to give us something ‘better. We do not get in Canada any 
policy for the future. They do not attempt to settle the problem of what they 
are going to do with this institution in the days to come. We have an example 
of it right here in this committee. You, Mr. Chairman, permit this budget to 
be brought down. Everybody in the committee knows that this budget was 
prepared some time ago. We want to look further than that. This is not a new 
situation. The men who have been charged with the responsibility of conducting 
the affairs of the Canadian National Railway from its inception practically 
have been coming to this inocuous committee from time to time, giving us a 
recital of what has happened, with the effect that their appearance before this 
committee has resulted in almost every case in what one might term a fishing 
expedition. We do not like being put into that position of having to fish around 
to try and find out what is happening. That is not the purpose, as I view it, 
of this committee. We are forced to do that, however; as a committee we have 
to sit here and look over an historical recital of what has transpired for the 
year ending December 31st, 1939. When you put a question to a witness you 
have the feeling that you are going on some sort of a fishing expedition. We 
are here, as. I view it, to examine the policies adopted, and to try to get this 
budget balanced. We Jook for leadership from the expensive men whom we 
have hired to run this railroad. There is an absence of that in this report. 
There is nothing in this budget to indicate that they are moving in any new 
direction such as that which is running through my mind. Next year when 
the T.C.A. budget comes down we will still be doing the same thing. There is 
nothing in this material which affords us any hope as to how we are to get out 
of our present difficulties, nor is there anything in this budget which gives us 
even the slightest ‘hope, because you move along from an operating charge of 
$176,000,000 or $182,000,000, until now it is $207,000,000. To my mind it is 
going to ‘be very hard to retract from that position. Now, with respect to this 
207,000,000, I would lke to know how much of that in the breakdown is 
definitely due to conditions under which we are now working. At the same 
time, I would like to have some statement of policy as to what the manage- 
ment ‘have in mind, for the future. I would like to have a statement from the 
railway management as to what the operating charges were in 1928 as compared 
to the operating revenue for that year. 

Mr. Armstrona: In 1928 the operating revenue was $312,286,000, and the 
operating expense was $256,247,000, giving a net revenue from railway operation 
of $56,039,000. : 


) 
| 
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Mr. Harris: If we maintain our present rate of activity throughout the 
current year in my estimation you will have a revenue of $3800,000,000, but 
some day this war is going to stop and we are going to have a restoration period; 
then, what foresight on the part of the administration is being put into effect 
or is being kept in front of them so that they can recede from this $207,000,000 
position back to something more in comparison with revenues which might 
come in when the war has stopped. Everybody present here knows that there 
will be such a change coming some day just as well as they do. 


Mr. Huncerrorp: That is a matter which has to be adjusted from time to 
time in the light of circumstances which exist. 


Mr. Harris: After the events, or before? 


Mr. Huncerrorp: To a certain extent before. As traffic drops, of course, 
every effort is made to reduce expenses, but traffic is a variable factor to a very 
large extent; that is obvious. 


Mr. Harris: There is very little of policy in any of this work that comes 
before this committee. I hope that at some future time we will be able to get 
a little more definite information as to future policy. 


Mr. Huncrerrorp: These reports are reports which we are required to file 
under the provisions of the Railway Act. 


Mr. Harris: I understand that. 


The CuairmMan: Gentlemen, I think you can have any information you 
require if you ask for it. I do believe that the function of this committee is to 
acquaint itself with the management of the railway and if it is felt that there 
is room for improvement the committee are free to indicate in their report 
that such is the case. It is a very easy matter for you to get any informaion 
desired which is not before you by simply asking for it. 


Mr. MacInnis: I think, Mr. Chairman, that Mr. Harris is asking for the 
impossible. It would be very nice indeed if we could get the management of 
the Canadian National Railways here and ask them to give us a policy, or to 
work out a policy that will so operate that at the end of a particular period 
it will show a profit; but, unfortunately, that cannot be done, no matter how 
expensive or what the ability of the management because the profit or loss of 
the Canadian National Railways would depend upon the economic conditions 
of the Dominion of Canada, conditions which the management of -the railway 

cannot change. It is just possible that the government may have something to 
do with determining the policies of the Dominion in such a way that the 
railway would show a profit or would make a better showing, but certainly in 
my opinion it is not something that the management of the railway itself can 
do; and if your railway management decided, or worked out a policy to meet 
the situation that will most likely prevail at the end of the war, that would 
involve serious repercussions which would be heard in parliament, and we 
would find out that the people who are anxious now that the management should 
work out a policy that would show a profit would immediately say the railway 
is a public institution and must work for the interests of the Canadian people 
regardless of profit. These are things we must face, and I do not think it is 
of any use to come here and ask the railway management to work out a policy; 
whatever the policy is will depend on conditions in this country at any 
particular time. 


The CuairMAN: Before going any further I would like to know if there 
is any question any member of the committee would like to ask, or if there is 
any information any member desires that has not been supplied? I think the 
manager is quite prepared to supply any information at their disposal. 


{ 
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Mr. Harris: I would like to know of the operating increase, that figure 
$207,000,000, how much is temporary? 


Mr. Armstrone: The amount of operating expenses, of course, depends 
upon.traffic. A certain proportion of the expenses is in the nature of fixed or 
constant expenses which go on independently of the volume of traffic. The 
balance of the expenses varies directly with the operating revenue. Naturally, 
as operating revenues go up, the expenses will go up, and, as they go down, the 
expenses will go down; always, of course, bearing in mind that prices of 
materials and wage rates are on the same basis. 


Mr. Lockxnarr: What are the fixed amounts? What is the proportion 
Of2077 


Mr. ArMstRone: You can only roughly estimate it, but I would say the 


fixed expenses are probably about one-third of the total, and, direct, about 
two-thirds. 


Mr. Harris: That is $140,000,000 is controlled? 
Mr. Armstrone: Controllable? I do not quite understand you. 
Mr. Harris: The fixed amount is one-third? 


Mr. Armstrone: Yes. The $140,000,000 are controllable with the traffic 
volume. They will vary with the traffic volume. 


Mr. Harris: There are no interest charges at all in these operating expenses? 


Mr. Armstronea: No, sir. 


Mr. Braperre: In connection with operating revenues, I should like to get 
a certain amount of information in connection with British Columbia lumber. 
Last year I was delegated by my own section of the country to appear before 
the transport commissioners to see if some of this business could not be brought 
through northern Ontario. The commissioners told me that a lot of the lumber 
used to go by water, and I asked if it would be possible to have some of it 
re-routed through my section from Winnipeg to Cochrane. I believe we have 
received one shipment so far, part of a train load. Why is not our own section 
used when it is practically idle west of Hearst? 

I should also like to make this statement. Last year during the visit of 
Their Majesties the C.N.R. told my section of the country that Their Majesties 
could not come over our section because the road was in such a bad condition. 
We were satisfied to accept that statement because we did not want to see our 
Royal guests meet with any accident. A few days after the royal visit some- 
thing happened on a section of the line, and one of these heavy trains was 
re-routed over the section of the railroad which was supposed to be in bad 
condition. I should like to have some explanation of this, because we feel in 
our section that we are absolutely stifled. We feel that the administration of the 
C.N.R. is not being fair to our section. 

We have had one train load of B.C. fir coming over our section, and this 
line is absolutely unused at the present time. Why it is, I do not know. 


Mr. Huncerrorp: As a matter of fact, the volume of B.C. lumber that 
moved east for transhipment across the north Atlantic has been comparatively 


small, and the main line through Capreol is more than capable of handling 
the volume of traffic. ) 


Mr. Braperre: There has been a congestion in that section. 


Mr. Huncerrorp: *So far as the line west of Hearst is concerned, we keep 
it In a reasonably safe condition because we have not enough traffic on that 


section to warrant keeping it at a higher level. We keep it safe, but not as 
smooth as other lines. ; 
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Mr. MacInnis: Has the quantity of British Columbia lumber shipped to 
the Atlantic coast turned out to be as large as was expected at one time? 
It was expected at one time that there would be a considerable quantity of 
lumber shipped to the Atlantic coast. That has not materialized, has it? 

Mr. Huncrrrorp: It did not materialize. 

Hon. Mr, Hows: These boats are still going direct. There was a very 
ereat shortage of ocean tonnage. The collapse of Norway turned all that 
shipping into the hands of Britain, and I think that probably ninety per cent 
of all the lumber that is shipped from British Columbia to the old country goes 
direct through the Panama Canal by boat. 

Mr. Braperte: In connection with the labour situation, I should like to ask 
the administration of the C.N.R. a question. I have in mind that a young man 
starts on the railroad as a trainman and he may be on a spur line for as 
long as twenty years, and that man is always at the beck and call of the 
railway. I maintain it is not fair to these men. Many of these men have started 
as single men, but have later got married. They are supposed to be at the beck 
and call of these organizations. No other industry or -institution employing 
labour is in such a fortunate position. Something really should be done with 
respect to that situation. It is absolutely unfair to these young men, and I 
should like to see some regulation emanate from the administration of the 
C.N.R. and the C.P.R. to correct this situation. It is too long for them to wait, 
fifteen or twenty years. You must have had a lot of criticism on that- score. 
I am wondering why the labour unions have not taken hold of that situation. 
They could certainly build up a case in the minds of the public. I know the 
administration wants to be fair to these men, but they are certainly not 
being fair. 

Mr. Huncerrorp: Railway men work under what is known as the seniority 
rule. Older men in the service have the right to such work as there is; the 
younger men take what is left. 

Mr. Brapettn: What is left is right, and sometimes there is practically 
nothing left at the end of fifteen years. 

Mr. Huncerrorp: We are working under regulations that are the result of 
an agreement between the labour organizations and the railway. 

Mr. Brapetre: Surely it should be possible for the management to correct 
the unfairness and the injustice to these men. 

The CuarrMAN: What can they do about it? 

Mr. BraperTe: It is such an unfair thing. 

Mr. Huncerrorp: These are the conditions that they want to work under. 

Mr. Braverte: If other industries had the same latitude they would be 
in a happy position. The railways are being criticized by a number of their 
employees at the present time. It is not a healthy situation. 

Mr. Hanson: The unions have made those arrangements themselves. 

Mr. BraperrEe: Oh, yes, but you know what they do sometimes. 

The CHAIRMAN: We have been losing one or two of the members of our 
committee and we will soon be losing a lot more. I should lke to know about 
this afternoon before any more members leave. 

Mr. Hanson: We have not time to get through to-day, have we, Mr. Chair- 
‘man? 

The CHatrMAN: I hope so. We will certainly want to sit this afternoon if it 
ds at all possible. Is it satisfactory to the committee to re-assemble at four 
:0’clock? 

Mr. Harris: I move we adjourn. 
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The CHAIRMAN: I am not thinking about adjourning, I am thinking about 

re-assembling. 

Mr. McCuuuocu: I move that we meet at four o’clock this afternoon. 

Mr. MacInnis: I second the motion. 

The CuHairMAN: Now we have a motion to adjourn. 

Mr. MacInnis: Why not sit for another fifteen minutes. 

The CHarrMAN: All right. 

Mr. JAcKMAN: Might it not be of assistance if at future meetings we had 
along with the figures for the budget for the coming year the actual figures for 
the previous year? Perhaps being a new member I am not as familiar with the 
accounts as some of the members. There is an estimate of net cash deficit of 
$20,000,000. Does that correspond with the $38,239,000? 

Mr. Armstrone: Are you referring to the $40,095,000 set out in the annual 
report? 
Mr. Huneerrorp: The figures are all given in the annual report. 

Mr. Armstrone: $40,095,000, I think, is the figure. 

Mr. Coorrr: It is shown on page 4 of the annual report. 

Mr. JacKMAN: I think it would be of assistance if we had the corresponding 
figure for the previous year. It would not be very much trouble for the account- 
ing department to include these figures. 

Mr. Harris: Are the figures for the operating revenue for the year 1940 
available? I do not suppose you have them for June 30? 

Mr. Coorrr: Yes, we have them up to June 30. 

Mr. Harris: What is the operating revenue to June 30? 

Mr. Cooper: The actual revenue— 

Mr. Harris: No, I do not want any other word added. The word “ actual” 
has been added, and I object to that word. It says, ‘‘ Operating revenues, exclud- 
ing 20 per cent contribution, M. F. R. Act—$247,450,000.” That figure of 
$247,000,000 is a comparative figure. 

Mr. Cooprr: I do not have that figure. I have it including the 20 per cent. 

Mr. Harris: Could we not have that? I want to get a comparative figure. 
Otherwise it is of no value. 

Mr. Cooper: Of the budgeted figure of $250,000,000 we have earned to 
June 30 this year $130,681,000. 

Mr. Harris: For the operating expenses of $207,000,000, have we a compar- 
ative figure? 

Mr. Cooper: We have spent $97,481,000. That is the position for the first 
six months. | 

Mr. Harris: As I understand it, that is about 21 per cent. 

Mr. Cooper: The increase in revenue in the first six months of this year > 
over last year was 29-7 per cent. 

Mr. Harris: Roughly 30 per cent? 

Mr. Cooper: Yes. | 

Mr. Harris: If that condition obtains, with the heavy movement of crops 
during the next six months’ period, your estimate of $250,000,000 is quite low? 

Mr. Cooper: Yes. 

Mr. Harris: Could we have a more up-to-date estimate? I will not hold the 
management to it at all, but if the management feels so disposed, Just as a matter 
of information, I should like to know what they expect that is going to be. : 

Hon. Mr. Hows: You are asking the management to dive in the dark. We 
may have a good crop this year; we probably will, but we are faced with a very 
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serious congestion at the terminals. The chances are that the crop movement will 
be very much less than last year due to the fact that we have nowhere to put 
the crop. This is the management’s estimate. 

Mr. Harris: Let me put the question in another way, if I may interrupt the 
minister, just to make time. We anticipate, according to this budget, moving up 
from a position of $203,820,000 to a position of $247,450,000. 

Mr. Coorsr: No, sir-—$250,000,000. 

Mr. Harris: All right; L have not got the comparative figures for the $250,- 
000,000. What is the comparative figure for the last year? Where do we find it? 
Where do we find the comparative figure of the $250,000,000? 

Mr. Cooper: You can find it on page 4, also on page 13 of the annual report. 

Mr. Harris: What is the figure? 

Mr. Cooper: $203,820,000. 

Mr. Harris: Is that a comparative figure for the $250,000,000 or $247,000,000? 

Mr. Cooper: $250,000,000. 

Mr. Harris: Then the increase, Mr. Chairman, has been about 24 per cent. 
Mr. Coorer: The increase for the budget? 

Mr. Harris: The budget increase. 

Mr. Coorrr: It is 22.6 per cent. 

Mr. Harris: If that obtains for the period of the year we will have had an 
enhancement of from 22.6 per cent to 29.9 per cent, namely, 7.1 per cent in our 
favour. I do not know whether it is within the province of this committee, but 
I have a feeling it ought to be and, if we are going to be of any use, we could 
amend, especially in this time of war, the requirements as brought down in this 
budget. They ask for so many millions of dollars. We have had six months’ 
experience which indicates that they are going to have an increase in revenue 
of seven per cent, or, roughly, $15,000,000. In view of this we could almost 
amend this report and not vote any money this year for the Canadian National 
Railways; in other words, make this committee of some consequence and some 
use to the country during this difficult time, in cooperation with the management. 
I do not think they will want this requirement at all. 

Mr. Huncerrorp: The question of what the cash deficit will be this year 
depends entirely upon the gross. We know what the gross earnings are up to 
the end of June. We do not know, and I do not suppose anyone knows, what 
the gross earnings will be for the balance of the year. 

The net cash deficit will depend upon the gross. If we get the same gross 

then the $250,000,000 cash deficit will be correspondingly reduced. 

. Mr. Harris: In view of that fact, are we now asked, Mr. Chairman, as 
intelligent men, knowing that we have an extra revenue of seventy per cent, 
which amounts to $18,500,000, to turn around and vote blindly this estimate? 
Could we not as a committee, together with the railway company, show our 
usefulness at once and amend this report so that the government of Canada 
- would not find it necessary to provide in their estimates moneys we know are 
not needed? 

Mr. Armstrona: There has already been an amendment made. The budget 
supplied by the railway shows a $20,000,000 cash deficit. The estimates actually 
are for only $15,000,000. 

Mr. Harris: Yes, I noticed that; $15,000,000 against $43,000,000 last year. 
Would you consider, Mr. Chairman, an amendment? 

Mr. Bravette: I do not think that is within the province of the committee. 
After all, there are five more months to go and many things may happen. If 
the money is not required or needed it certainly will not be used. That is all 
there is to it. 
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The CuarrMan: Gentlemen, as I see this committee, the national raflways — 


and transportation lines belong to the people of Canada. The members of parlia- 
ment are representatives of the people of Canada, and this committee is chosen 
to perform the primary investigation of inquiring into the business of railways, 
waterways and airways—our own business. It is competent for this committee 
to do anything it likes, to move any motion it likes or to make any amendment 
it likes, but whether it will pass the committee or not is for the committee to 
decide. 


of an amendment. 

The CHAIRMAN: Our amendment would have to be adopted by the House 
of Commons before it would have very much effect on the railway. 

Hon. Mr. Howe: If it is adopted it will mean the defeat of the government. 

Mr. Huncrrrorp: I should like to say, if I may, that after all this is only 
an estimate that is laid before you. It is our guess as to what is going to occur. 
If we get $250,000,000 gross— 

Mr. Harris: Our guess, plus six months’ experience—January to June 30. 

Mr. Huncerrrorp: All right, but you have got to guess for six months, have 
you not? That six months contains many uncertain factors. The grain situa- 
tion is a matter of serious concern. I can say to you that if the gross earnings 
turn out at the end of the year to be $250,000,000, then the cash deficit will be as 
indicated here. If the gross is more, the cash deficit will be less. 

Mr. Buack: I think it is well, Mr. Chairman, following up what Mr. 
Harris has said, for the railway to have an objective. I assume they have an 
objective here. I should like to see the figures of estimated deficits for the 
last number of years and what the results were in order to see what variation 
there has been. 

Mr. Coorrr: I can give you the figures for last year. The estimated total 
revenue was $200,000,000 and the actual was $203,820,000. 

Mr. Buack: What was the estimated deficit last year? That would be 
submitted soon after the beginning of the year? When is this budget submitted 
to the government? 

Mr. HuNcerrorp: In the early months of the year. 

Mr. Brack: What was your estimated deficit for 1939? 

Mr. Cooprr: The estimated deficit was $43,750,000. The actual deficit was 
$40,095,000. There was an improvement over the estimate of $3,600,000. 

Mr. Buacx: What was it for the previous year? 

Mr. Cooper: I do not have that. We can get it. 


Mr. Harris: In connection with fixed charges, the interest due the public 


on this long term debt, are any capital expenditures or other expenditures in this 
long term debt? 

Mr. Cooper: Capital expenditures in 1939 were financed by government 
loans. 

Mr. Harris: I am sorry, I did not hear the last two words. 

Mr. Cooper: By loans from the government. So that the interest on 
capital money spent during 1939 is not included in the item “interest on funded 
debt,” but in “interest on government loans.” 

Mr. Harris: Are they included in the next item, “Interest on Dominion 
government loans’’? 

Mr. Cooper: Yes. 

Mr. Harris: How much capital money is included in the so-called Mont- 
real terminal expenditure? Is that all being expended in the year 1940? 


Mr. Brapvetre: I doubt very much if we have the right to pass that kind 
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Mr. Armsrrone: Yes, sir, that is $3,350,000. 
Mr. Harris: Is it 1989 or 1940? 
Mr. ArMstrona: Which page are you referring to? 
. Mr. Harris: Both. 
Mr. Armstrone: Are you referring to page 3 of the pamphlet? 
Mr. Harris: Page 2 of the budget. What is the capital sum represented 


by the proportion of interest on the Montreal terminal expenditure? 


Mr. Cooper: The amount expended last year, was $2,174,590. 

Mr. Harris: That is not in this budget, of course? 

Mr. Armstrone: It was about $70,000 in 1938. 

Mr. Harris: And in 1940? 

Mr. Armstrone: The 1940 budget amount is $3,350,000. 

Mr. Harris: And in that $3,350,000 in the budget is this item of $1,350,000 


‘included? 


Mr. Armstrone: No, sir, not in total, because the amount will not be 
expended for the full year. 
Mr. Harris: Quite, but the budget figures then? 
Mr. ArmstronG: $38,350,000 will not be expended until the end of the 
year. 

| Mr. Harris: Quite. 

Mr. Armsrronc: Therefore there will not be a full year’s interest on that 
particular amount. 
Mr. Harris: In the interest; but the Dominion Government loan will not 
be paid until the end of this year? 
Mr. Armstrone: That is correct. 
Mr. Harris: The same thing applies. How much of that is interest on 
Dominion Government loans for capital, and how much is refund? 

Mr. Cooper: I could not separate the two items. 

Mr. Harris: Perhaps you could elaborate on the set-up, the other fixed 
charges—that is quite a large item—2,758,000. 

Mr. Cooprr: If Mr. Harris would not mind turning to pagse 19 and 20 of 
the 1939 report— 

Mr. Harris: A little louder, please. 

Mr. Coorer: Would you please turn to pages 19 oe 20 of the printed 
report. 

Mr. Harris: Yes. I have the figures here, $1,767,000; is that a comparative 
figure? 

Mr. Coorer: The total debt is $1,263,000,000, and the interest charges in 
1939 were $49,814,000. The corresponding figure to that in 1940 is $50,186,000. 

Mr. Harris: Much of this interest is payable in New York? 

Mr. Coorrr: Yes, quite a lot; about $22,000,000 is payable in New York 
funds. 

Mr. Harris: I just don’t see the relative figure; what was the amount you 


said you paid in 1939? 


Mr. Cooper: Of the $50,000,000 total interest due the public, $22,000,000 


--was payable in United States funds, 


Mr. Harris: Is that refinanced, Mr. Chairman, is any principal sum due? 
Mr. Cooper: In 1940? 


"=. Mr. Harris: Yes. 
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Mr. Coorrr: Yes. On page 5 of the budget for 1940 you see retirements 


of maturing capital obligations amounting to $8,200,000, and the particular 
securities included in that amount are set out. 


Mr. JACKMAN: We cannot tell from the schedule which ones call for pay- 


ment in New York funds. 
Mr. Cooper: No. 


Mr. JackMAN: But a substantial part of that is payable in New York — 


funds? 
Mr. Cooper: Of the principal amount? 
Mr. JAckMAN: Of the $8,200,000, yes. 


Mr. Cooper: Yes, a proportion is payable in New York funds. As these 


are retired the retirement is financed by government loans which are later repaid 
by an issue of Dominion guaranteed securities. 


Mr. Harris: In New York? 


Mr. Cooper: That depends on conditions. Our present financing is entirely — 


in Canada. 

Mr. Harris: What I am trying to get at, Mr. Chairman, is this; surely 
we are not freezing up more liquid money in Canada by retiring loans presently 
payable in New York by retiring through a method which will take more 
Canadian dollars for the new investment? 

Mr. Coorer: I should say we are. 

Mr. Harris: We are? 

Mr. Cooprr: Yes. 

Mr. Harris: That is a very serious situation, Mr. Chairman; we are short 
of liquid money in Canada. If we have the opportunity under the Neutrality 
Act of 1939 to refinance in New York— | 

Hon. Mr. Howe: I do not think we are to any extent refinancing in New 
York. Our general policy has been to refinance in the same market as that 
in which the present indebtedness is held. 

Mr. Harris: As I understand it, we are not refinancing in the same 
market in this instance. 

Mr. Coorrer: No, we are refinancing in Canada. Our recent issues have 
been in Canada. 

Mr. JAcKMAN: Even for retiring New York payments, they have been 
refinanced in Canada? 

Mr. Cooper: That, of course, is entirely a matter of government policy 
and is not controlled by the railway. 

Mr. MacInnis: I move that we adjourn, Mr. Chairman. 

The CuarrMan: It is moved that the committee adjourn to re-assemble at 
four o’clock this afternoon. 


(At 1.10 p.m. the committee adjourned to meet at 4 p.m.) 


AFTERNOON SESSION 


The committee resumed at 4.00 o’clock p.m. 


The CHatrMan: Order, gentlemen; we will go ahead. I think there were 
some questions submitted to the chair and the answers are here. We will hear 


them now. 


Mr. Cooper: One question asked by Mr. Harris was: “What disposition — 


was made of investment in aircraft lost near Regina in 1938? 
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Answer: | 

Total cost of aireratt, complete with engine 

G1: TA CTO eS ON Ve $135,561 23 
Depreciation accrued to date of loss, charged 

to depreciation reserve: 7. liane l.. $ 5,153 16 
Value of salyagemecoveréd oc feito: 6,834 59 
Amount charged to self-insurance reserve, equal 

to balance available in the reserve....... 87,921 30 


Balance of loss not provided by depreciation or 
Insurance provisions, charged to operating 
CX DCIS CHeM ape eMe sw seat aie tie sah Alone oie. oe 30,652 18 


$135,561 23” 


Mr. Armstrong: Another question asked by Mr. Harris was for a break- 
down of the $207,000,000 estimated operating expenses for 1940. 


Estimated Actual 
Answer: 1940 1939 
Maintenance of Way & 

DUPUCHeeer ase Sh, FUN, $ 38,650,000 $ 36,530,000 
Maintenance of Equipment. . 48,750,000 42,662,000 
BL Trathic. pe Pumememeeaenn ceca tc 72.5 5,100,000 5,176,000 
Transportation. . = Pete 104,250,000 88 841,000 
Miscellaneous operations... . 1,600,000 1,298,000 
General, | Vanesa es oo. 9,200,000 8,972,000 
Transportation for Invest- 

THON a Trees we ae 990,000 913,000 

TL obalspaemeee he's oh: $207 000,000 $182 966,000 


The CuHairman: Now, gentlemen, if you will turn over page 2 we will 
proceed with page 3. ) 

Mr. Harris: We were not through with page 2. 

The CHarrMan: All right. 


Mr. Harris: Take interest on Dominion Government loans. The question 
asked was how Dominion Government loans were refinanced, and particularly 
those payable in New York. As I understand the deposition those payable in 
New York are refinanced with Canadian monies and that is transferred to 
American dollars. To do that it is necessary for one to go to the Foreign 
Exchange Control Board, I imagine, and arrange to buy with Canadian dollars 
enough American currency not only to pay the interest due during the year 1940, 
but also to. pay the maturities due in 1940. The question I want to ask is: 
Was this. matter brought to the attention of the directors of the railway, that 
they were freezing up Canada’s position by buying American exchange; and 
the question is based on the general policy of trying to conserve our Canadian 
dollars in Canada during this time of war. I would like to know if this matter 
was brought to the attention of the directors of the railway company and if 
they as a matter of policy permitted these loans to be re-negotiated in Canadian 


funds which are presently payable in American funds. 


Mr. Huncerrorp: All questions in regard to new issues come before the | 


directors. 
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Mr. Harris: Are the minutes of the board of directors available to this — { 


committee? 

Mr. Huncrrrorp: I suppose anything anybody asks for is available. 

Mr. Harris: What I am trying to get at is who would make the recom- 
mendation for this loan to be negotiated in Canadian funds. 

Mr. Huncerrorp: All matters of policy of that. kind, at least all financial 


matters of that kind, are decided upon after consultation with the Minister of 


Finance. 

Mr. Harris: Well then, would the Minister of Finance endorse the recom- 
mendation of the Canadian National Railways to secure for them the exchange 
through the Foreign Exchange Control Board? 

Mr. Huncrerrorp: I cannot answer that question off hand. I suppose it 
really works out that way. 

Mr. Harris: On these maturities that are still coming due, how are we 
going to find out what the policy is? Are we going to continue or to maintain 
this monetary shilly-shallying, as it were, to retire American obligations? The 
point, Mr. Chairman, is, we are freezing up our position very fast. We would 
like to know what the policy is. 

The CHatrMAN: Is not that rather a government matter than a railway 
matter? 

Mr. Huncerrorp: It really is, to a very large extent. We are under the 
direction of the Minister of Finance in regard to matters of that kind, as to 
what will be done. 

Mr. Harris: Then, the question which I am putting to the manager is a 
question which I really ought to put to the Minister of Finance? 

Mr. Huneurrorp: I would think so. 

Mr. Hanson: As I understand it the Minister of Finance is the one who 
advises with respect to the financial transactions of the Canadian National 
Railway; is not that the position? 

Mr. Huncmrrorp: To a very large extent. 

Mr. Harris: Who would make the recommendation to the directors? 

Mr. Huncerrorp: After consultation with the Department of Finance it 
would come from the vice-president in charge of finance to me, and then 
through me to the board of directors. 

Mr. Harris: Are the minutes of the board of directors available to this 
committee? 

The Cuairman: I would think they would be. I should think anything 
having any relation to the railway management would be available to this 
committee. 

Mr. JackMAN: Perhaps we might just get the amounts of maturing 
obligations in New York which were refunded last year, and how much in 
New York funds and how much in Canadian funds; and how much will be 
falling due this year in New York funds. 

Mr. Cooper: I can give you this year. If you will turn to page 5 of the 
budget you will see maturing obligations amount to $8,200,000; of that 
$4,094,000 is due in New York; in Canada $3,097,000 and in London $1,008,000. 

Mr. Harris: I presume, Mr. Chairman, we will have to pay London 
maturities in cash. They want Canadian dollars. Is that right? 

The CuHarrMan: I would think so. 

Mr. JAcKMAN: It would be sound policy. 


The CHairMan: They want the equivalent of Canadian dollars anyway I 
would imagine. 
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Hon. Mr. Howe: Of course, any very small amount such as a million | 
dollars is very difficult to take care of by way of a refunding operation. 

Mr. Harris: I just want to leave my premise with the minister. Quite 
true there is only a small amount, a total of $8,200,000; part Canadian, part 
London and part American; but this is going to be a long war, there is going 
to be a lot more of these come due. I would like to see a policy enunciated not 
missing any possible opportunity to keep Canada’s position liquid. Now here 
we are frittering away two million some odd dollars which we will not be able 
to get back as long as the United States stays out of this war. That is $2,000,000 
frozen up, unless your earnings take care of it; and I think as a matter of policy — 
something ought to be done to scotch that flight of Canadian dollars to the 
United States to take care of these securities without forcing us to pay the 
American exchange. 

Mr. Coorrr: Are you speaking of the payment due under equipment trust 
obligations? 

Mr. Harris: Quite. 
Mr. Cooprr: I do not know that you can refund items of that kind there. 


Mr. Harris: Which are negotiable under the terms of the Neutrality Act 
of the United States, 1939. 

Mr. Jackman: But the securities might not be negotiable, might not that 
be the situation? Fifteen year old equipment might no be good subject matter 
for a refunding loan. 

Hon. Mr. Hown: Arranging a loan for a million dollars is quite an expensive 
undertaking in New York, to arrange for a loan of $20,000,000 would be much 
easier. It is the policy of the government, I can assure my hon. friend, to refund 
everything in Nw York that can be refunded practically. 

Mr. Harris: Will the: minister give a definite undertaking that he will see 
that Canadian National obligations are brought into the same high plane? 

Hon. Mr. Howe: Quite. 

Mr. Harris: There is one other point before you pass page 2. You are asking 
for $15,000,000. The order of reference definitely says: 


Ordered: That the Estimates on Railways and Shipping included in 
the Main Estimates for 1940-41 tabled in the House on May 23, 1940, be 
referred to the said Committee. 


That is this committe, and the item referred to, as I understand it, is vote 
No. 459. Now, this year we have had six months’ experience before this com- 
mittee reached the item. In those six months’ experience we found 7-1 per cent 
more revenue than the budget anticipated. That amounts to somewhere in the 
neighbourhood of $7,000,000 which will not be required out of this $15,000,000. 
Based on this principle I am going to make the following suggestion; at least, 
I will be forced to dissent from the findings of this committee; and that is this: 
This committe—I have been on the committee for quite a number of years, as a 
matter of fact I was on it from its inception, and this committee developed into 
a place where the press can get a few headlines about what may appear to be 
mismanagement or something, members of the committee are put in the position 
of going on a fishing expedition it would appear whereas we are anxious to serve 
the country particularly at this time—this committee is asked now to approve 
of everything that is placed before it without crossing a “t” or crossing an “1”, 
Ordinarily this is not a conspicuous effort. It shows the solidarity between the 
government and its government owned enterprise. They come here and lay down 
something and we must take it in its entirety. But here is an opportunity due 
to the fact that we will not requiré $15,000,000, we only require $6,000,000 to 
$7,000,000 according to the estimates that are laid before us, because we have 
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had the experience of the six months just past. If this committee can see its 
way clear in co-operation with the management of the Canadian National Rail- 
ways it seems reasonable that the minister and that this committee should 
recommend to the house a reduction in this item of $15,000,000... It is not the 
first time an item has been reduced in the estimates. I have a very clear 
recollection in 1922 of a substantial sum, $999,000 being taken out of the 
estimates after representations were made to the house. It would inspire 
confidence not only in that very essential thing, the management of the Canadian 
National Railways itself, but also in our Canadian government owned enter- 
prises; and it would make this committee feel that for,once they were able to do 
something on behalf of Canada, and it might add to the opinion that Canada 
has of the present Minister of Transport. 


Hon. Mr. Hower: May I point out to my hon. friend a few facts that he has 
perhaps overlooked. In the earlier part of the year we were operating with a 
thin traffic period. 

Mr. Harris: Quite. 


Hon. Mr. Howe: The traffic results of last year in the spring months were 
disappointing in our own figures and budget in those months. The increase of 
$7,000,000 which he has suggested—I do not know whether the figure is correct 
or not—is against a budget of $20,000,000, and not a budget of $15,000,000. The 
railways budget is $20,000,000 and the government budget is $15,000,000. In 
other words we arbitrarily took $5,000,000 off. Now, we may have been justified 
already in doing that, and we may be justified in going further. But looking at 
the second half of the year from an operative basis we must remember that we 
had the second largest crop in the history of Canada in the last four months of 
last year, and we are comparing that period against a slow traffie period. We 
have also got to remember that this year while we can expect a crop we cannot 
expect to see the movement that we had last year. In other words, in my 
opinion, it will not be possible to use the equipment to capacity as we did last 
autumn. We have got these facts, basic facts. While I was still Minister of 
Transport I went into the budget position very thoroughly with Mr. Hungerford 
and it was his opinion and the opinion of the management, and my own after 


we had discussed it, that there was nothing in the present situation to justify us . 


in the belief that we would get through with as little as $15,000,000. As Mr. 
Hungerford said, we cannot look into the future accurately enough to say what 
should be done. 

Mr. Harris: I am only speaking of what we have before us. 

Hon. Mr. Howe: What you have before you is a budget which calls for 
$20,000,000 for the railway. 

Mr. Harris: Since this national budget came down with 10 per cent 
exchange and the increase in duty on imported coal there is going to be a-much 
greater movement of Canadian coal over the railways? 

Hon. Mr. Howe: I wouldn’t count too much on any great increase in 
traffic of that kind; I do not see where you are going to get back a new Cana- 
dian dollar for an old one. 

Mr. Harris: Why should we not reduce that Canadian National budget 
callmg for a deficit of $20,000,000, to $15,000,000 to conform to the deficit 
that you have in the estimates? 

Hon. Mr. Howe: Because the Canadian National Railway budget is the 
budget brought by the board of directors, the management of the railway, 
and they believe that $20,000,000 is the correct amount. The government 


believed that it was not necessary to appropriate that amount of money“ at | 


this time. They believe that if the railway is right and the government is 
Wrong it will still be possible to make an increased appropriation at the end of 
the year. If the government is right and the railway is wrong we won’t have . 
to pay anything more than the figure which appears in the estimates. 
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Mr. Harris: Mr. Chairman, we are losing sight of the fact that we had 
six months’ experience. However, I do not want to waste the time of the com- 
mittee; all I ask of you, Mr. Chairman, is whether or not that would be con- 
*sidered—a reduction of that item in this committee. 

The Cuamrman: The only way you can get your answer is through the 
medium of a motion. 

Mr. Brack: I should say that the minister should support the motion made 
by Mr. Harris inasmuch as he in this committee represents the government. 
He might support the proposal to have the estimates of the Canadian National 
Railway reduced to conforny to the government’s appropriation in its estimate 
of $15,000,000. Especially is that justified inasmuch as we have six months from 
which to judge results and they seem to indicate the wisdom of the govern- 
ment in providing for an appropriation of only $15,000,000. 

Hon. Mr. Hower: I might say that contrary to statements that I hear from 
across the house occasionally, the government does not operate the Canadian 
National Railways. We own the common stock in the railway but the railway 
is operated by a president and a board of directors. 

Mr. Harris: Might I put the same question then to the management? 

Hon. Mr. Howe: Certainly. 

Mr. Harris: Would they in co-operation with the minister and this com- 
mittee consider recommending a reduction in their request here for $20,000,000 to 
some figure more nearly representative of conditions as they appear at the 
present time? 

Mr. Braperre: I do not see the logic of that. If they have only a million 
dollars of a deficit does it mean they are going to waste that money somehow? 
It will be at the disposition of the federal treasury. Why not leave the amount 
as it is? Personally I feel it should be left there and if the deficit is less than 
twenty million dollars all the better for the country as a whole; but it will 
certainly show next year. The same thing applies if the figure is less. We 
may have something coming; we do not know. They may have a deficit of 
twenty-five million doHars. That will have to be paid by the federal treasury 
in any event. 


Mr. Harris: I am concerned about the next six months. 


Mr. Huncerrorp: Speaking from the railway standpoint, this budget has 
been revised upwards once by the directorate. In the early part of the year, we 
arrived at a certain figure, $235,000,000, ‘as I recall it. Later on as the revenue 
increased it was revised upwards. This was the figure adopted about a month 
ago; it is approved ‘by the directors. I have no authority to change it without 
the consent of the directors. But let me say to you that the amount of money 
that will be drawn down from the government in any event will be the actual 
deficit no matter what amount is voted. I can state to you here that for every 
$2,000,000 ‘additional gross earnings above $250,000,000 we will reduce the cash 
deficit $1,000,000 provided there is no change in material prices and wage rates. 
In other words, we would recover 50 per cent of whatever that excess may be 
over $250,000,000. It looks as if the gross amount may be greater than $250,- 
000,000, but there are these unknown factors. As I said this morning, the wheat 
situation is‘a very large one. It may affect the gross earnings considerably. We 
cannot be sure. Again I say that it is the best guess that can be made in the 
light of the evidence that is available. 


Mr. Harris: At what date? 


Mr. Huncerrorp: I do not see that anyone else can approach it from any 
other angle. The deficit that will be drawn down will be simply the actual 
deficit at the end of the year and that will be kept as low as it is possible to do. 
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Hon. Mr. Hown: It is Pinions to a man going to an architect to get a 
house built. He tells him what. he wants in that house and the architect makes — 
an estimate of cost. He may argue with the architect and get the architect — 
to give him a lower figure, but he will have to pay for the house. 

Mr. DonnELLY: What you mean is if your operating revenue is $290,000,000 
you will decrease the deficit? 

Mr. Huncerrorp: I think we would. This is a forecast of what the OP ae 
revenue is going to be. 

Mr. Donnetty: It is always contingent upon whether there is a ae: in 
the wheat policy or prices of material. 

The CHarrMAN: Well, now, gentlemen of the committee, I think we need 
not waste more time upon this. I do not,believe that we can alter conditions - 
as submitted to us except by general agreement, common agreement. 


Mr. Harris: That is what I am asking for. 
The CHAIRMAN: If there is no common agreement— 
Mr. Harris: If you say that we are through. 


The CuHarrMAN: If there is no common agreement the only way to test it - 
is by means of a motion. 

Mr. Buack: If members of this committee have any responsibility we 
have to view that responsibility from the lhght of to-day, the 16th of July, 
with the experience of six months that have passed. The railway management 
and the minister have to view it from the standpoint of estimated budget. 
We are in a little different position; we have to view it from the standpoint 
of experience and I would say that we are justified, sitting in on this committee 
to-day, with more than six months of the year having expired and the prospect 
for traffic over Canada generally being good, in asking that this estimate 
be reduced at least to conform with the estimate submitted to parliament. I 
think the estimate of $20,000,000 should be reduced to $15,000,000. 


The CHatRMAN: Well, I think there should be a more general expression of 
opinion in the matter. Without that I do not see how else we can settle it. 


Mr. JAcKkmAN: If there is any virtue in the budget whatever I think that 
virtue must lie in an accurate budget. If we have the benefit of six or seven 
months’ experience and find that conditions have been better than we expected 
surely we might consider the worthwhileness of some revision. In other words, 
what is the budget for? It must be something to aim at and if you accumulated 
too much fat on your bones in the first six months there is undoubtedly the 
disposition to sail along rather easily and not cut your expenditures as closely 
as you might otherwise do. Otherwise, what is the purpose of having a budget 
at all? You want to have some idea of the course you are going to steer during 
the year. You find now that your revenues for the six months past have been 
more than you expected due to events beyond your control. I do not say that 
disparagingly. You have the experience of the past six months and you should 
surely set your course based on that. If that is not so why. have a budget 
at all? Why have a budget at all if you do not have an accurate one? 


Hon. Mr. Howe: The whole question about a budget is first the figure 
in it. Now, that is a figure of gross earnings. The management of the railway 
would like nothing better than to get something from this committee as to 
what their gross earnings will be and base a budget on that. The budget of 
the railway is made up in this way. All the organizations composing the 
railway, every superintendent on the line puts in his own estimate of what the 
revenue is going to be and that is all collected and put into the figure which 
represents gross earnings, and a budget made from that. You have heard the 
best information of the railway as to what their earnings are going to be. Is 
this committee going to tell them what their earnings are going to be? If they 
will I am sure the directors will say, on the direction of the committee, we are 
going to budget on certain gross earnings. 
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Mr. JACKMAN: What is the purpose of the budget? 
Hon. Mr. Hown: To forecast the position of the railway, the operating 
position at the end of the year. 
Mr. JAckMAN: And to some extent to guide the management accordingly? 
Hon. Mr. Howe: I do not think it guides the management; the manage- 
ment is guided by circumstances from day to day. They run the railway as 
economically as possible and prepare to handle the business they see in sight. 
Mr. JAcCKMAN: In other words any change in the budget is on the increase 
or decrease in operating revenue. It will have very little if anything to do with 
the amount spent. That is, apart from the fact that we have to spend more 
money if we do more business. It would not curtail to any extent any 
expenditures from now on despite the fact that there is quite a change in the 
situation due to the increase in operating income for the first six months of 
the year. 
Mr. Huneerrorp: Oh, yes; the operating expenditures are adjusted to the 
flow of traffic all the time, every month. The main objective, of course, is to 
keep expenses as low as possible at all times. The situation is reviewed about 
the middle of one month for the succeeding month and the budget is made up 
for that month, when it comes through for approval at headquarters; so if 
there has been a downward trend in traffic our expenditures are immediately 
cut down as far as it is possible to do. It is quite true that when there is a 
decrease in traffic you do not have to run as many trains and there is a decrease 
to that extent, but it carries with it the obligation to reduce as far as possible 
the expenditures in every direction, maintenance of equipment and tracks and 
all that sort of thing; and that is under constant consideration and adjust- 
ment all the time. 
} The CuatrMan: Gentlemen, the committee at present is practically at a 

standstill. We cannot get any further except by way of motion, as far as I 
can see. That is the position of the chair anyway. If there is no motion we 
will proceed to something else. If there is a motion we will deal with it. 

Mr. Harris: I will put a motion to this effect. I would move that the 
management in co-operation with the Minister of Transport in giving con- 
sideration to the views of this committee be asked to reduce the estimate referred 
to by the order to a lower figure in view of six months’ experience. 

Hon. Mr. Howe: I think the motion should be that the directors be asked 
to consider that the gross revenues will reach a certain figure. Would you 
name that figure? 

Mr. Harris: I am not competent, Mr. Chairman, to name a figure other 
than one based on the experience they have given us that they have a 29 per 
cent increase where they anticipated a 22 per cent increase. Whatever relation 
that difference bears to the figure for the next six month period. 

Mr. DonneLtty: Do you not anticipate a great reduction in the normal 
revenue from the movement of wheat this year? 

Mr. Huncerrorp: I do expect some. 

Mr. Donnetty: You anticipate a reduction? 

Mr. Huncerrorp: I do. 

Mr. Donnetty: Because as I understand it there are only about a hundred 
million bushels of wheat in storage. Most of our wheat is going to be stored 
on the farms and not going to be able to move at all until sometime in May 
or April of next year. I do not see where you are gvoing to get your ordinary 
revenue from the movement of wheat this year. 

The CuarrMan: Let us get this motion straightened out. Have I a seconder 
for the motion? 
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Mr. Buacx: I will second it. - 
The Cuarrman: All right. 
Mr. Brapette: We know the contents of the motion. 


The Cuarrman: Gentlemen, we have heard the motion. All in favour 
raise the right hand, please. 

Those against. 

I declare the motion lost. 

Mr. Harris: I move that the vote be recorded. 

The Cuatrman: All right; let the vote be recorded. Those in favour will 
rise so that we may be sure of the voting. 

Those in favour: Messrs. Black, Harris and Jackman. 


Those against: Messrs. Bradette, Sissons, Sanderson, Emmerson, Ferland, 


Hanson, Donnelly, McCulloch. 
The Cuairman: We shall now proceed with page 3. 
Mr. Armstrone: Page 3 shows— 


Mr. Buack: Before we leave that may I refer to the figure of $207,000,000 
which appears here and is said to be operating expenses. What were the oper- 
ating expenses for the previous year? We have it on the record, but I should 
like to have it now. 

Mr. Armstronc: $182,966,000. 

Mr. Buacx: I wonder if we can break down that difference of about 
$24,000,000. 

Mr. Armstrone: As to where it occurs, sir? 

Mr. Buacx: Yes. 


Mr. Armstrona: We have it on the record now, the comparison between 
the 1940 estimate and last year’s actual. 


Mr. Brack: Now, I want to make one observation and it is contrary to 
some of the arguments that we have been making. My observation is that 
the railway in some of its purchases, especially in the Maritime provinces, 
have not given due consideration to the increase in the cost of production and 
the increase of certain basic commodities produced, at least, in the Maritime 
provinces. I refer to the prices paid for ties and the prices paid for coal. I 


do not feel that the prices paid the lumbermen in Nova Scotia, at least, have — 


been fair, having regard to the increase in cost and the increase in the prices 
of other lumber products. The same thing applies to the amount paid for coal. 
The cost of producing coal, especially in the smaller mines, has increased very 


materially. There has been a very, very small margin to the operators of 


these mines in supplying coal to the railways, which is the back log of some 
of these mines. Until very recently there has been no increase in the amount 
paid for ties. While there has been an increase of 20 or 25 per cent in the 
prices paid for other lumber products there has been a negligible increase in 
the prices paid for ties. The same applies to coal. I should like to hear from 
the management their justification for paying such small prices to the basic 
producers of such commodities. 


Mr. VauGHaNn: I think in the first place it is incumbent upon us to buy our 
material as cheaply as we can and operate the railway as economically as we can. 
Everything is more or less competitive, and as it is now the price of coal in Nova 
Scotia exceeds greatly the price in other provinces. As a matter of fact, some of 
the mines in Nova Scotia have had increases. I am not aware at the present 
time that there is any general dissatisfaction in the province of Nova Scotia in 
respect to the price paid for coal. 

Mr. Brack: What has been the recent increase? What is the price paid 
to-day for coal in comparison with the prices paid a year ago and when did this 
increase go into effect? 
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Mr. VaucHan: While I feel, of course, this committee must get all the 
~ information it desires, my position is this: we must negotiate for this coal. We 
have given some mines increases but have not given other mines increases. If we 
come out here and tell everything we are doing in that connection every operator 
who did not get an increase, whether justified or not, is going to ask for that 
increase. We have given some mines down in Nova Scotia an increase of 25 
cents a ton effective as of the Ist of May. Other mines have not been given an 
increase; some have not asked for any—many of them have not asked for any. 
Mr. Buack: They are at your mercy, 


_ Mr. Vaueuan: A man’ can always ask for an increase if he feels that it is 
justified, but that does not say he will get it unless we think it is Justified. 


Mr. Hanson: Mr. Chairman, the same thing apples in British Columbia as 
far as ties are concerned. But the trouble is the number of ties cut in British 
Columbia is just about 25 per cent more than the market requires. Notwith- 
standing that the producers have kept on producing a surplus of ties every year 
and banking on the railway company to take them; they are still doing it. It is 
impossible to blame the railway company for not raising the price as long as they 
get that commodity at the price they are paying for it. I wish there was some 
way, Mr. Chairman, that this situation could be rectified. It is the producers, 
own fault, in my opinion. The same thing applies with regard to coal in British 
Columbia. They are prepared to sell it for the price that they are offered, and 
they are prepared to produce it. You cannot expect anybody who is in the market 
for a commodity to pay more than he can get the commodity for. What would 
we say in the railway committee, for instance, if the management went out and 
offered me more for my commodity than I could get from the open market? You, 
Mr: Chairman, or somebody else would be complaining about it. The pur- 
chasing department of the railway is trying to run their department as cheaply 
as possible and buy as economically as possible, the same as we are all doing. 


Mr. Vaucuan: So far as the price of ties in Nova Scotia goes I think that 
question came up the other day. I stated we pay the maximum price in Nova 
Scotia. No other province in Canada gets a higher price than Nova Scotia. It 
gets the maximum price for ties. In some provinces we buy ties at considerably 
less than the price paid for ties in Nova Scotia. Those prices were all set last 
August or September, which is the time we order our ties and go into the market 
for ties. Some of these ties are only being delivered now on those contracts. 


Mr. Braperre: Why would you pay more for ties in Nova Scotia than any- 
where else? 

Mr. VAuGHAN: There, again, it is a question of supply and demand. There 
are certain grades of ties in the Maritime provinces that are not as plentiful as 
in Ontario and some other provinces. 


Mr. Braverre: I do not think there is much criticism there, if the C.N.R. is 
getting its ties at the same price as is paid by other railroads. There are certain 
laws within the provinces to protect men who produce these ties, so the GaN Ry 
should be protected too on that score. 


Mr. Buack: What is the approximate increase in the amount paid for ties 
for 1940 delivery in comparison with the 1939 delivery? 


Mr. Vauauan: I do not know whether I have that figure here or not. In some 
districts there was no increase at all. There was a small increase in Nova Scotia; 
I do not remember just what it was off-hand. 


Mr. JackMAN: While we are waiting, I should like to ask a simple question. 
Is it true that this railway has to buy certain of its supplies in certain parts of 
Canada at a price higher than they would pay otherwise because of political 
factors? I suppose that is a very simple question for a new member to ask 
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Mr. VaucHAN: I can answer that very emphatically, no; we never pay any 
attention whatever to the political exigencies of any part of the country in 
respect to the purchase of our supplies, nor are we governed by political influence 
in any way in regard to the purchase of our supplies. We buy them wherever 
we can to the best advantage. ea 

Mr. McCuttocn: I think I can back Mr. Vaughan up in that statement 
because I have a great deal to do with it in my district. I have never found 
that politics entered into the matter at all. 

Mr, JAcKMAN: I am not trying to saddle anything on the present adminis- 
tration; I just want to know about the carrying on of a government railway. 
Mr. Vaughan did mention that a higher price was paid—that Nova Scotia 
received as high a price— 

Mr. VaucHAN: Yes, I did not say: “higher price.” 

Mr, JAckKMAN: —that Nova Scotia received as high a price as any other 


part of Canada for its ties. Certainly one might have drawn the inference. 


from the price paid for coal that an effort was made to keep certain communities 
alive and where the effort might not have been made if it had not been purely 
a government-owned enterprise. I am very glad to hear from Mr. Vaughan 
that everything is done on a strictly businesslike basis with no influence of a 
political character. 

The CHairMAN: Have you the next answer in reply to Mr. Black’s question? 

Mr. VauGHAN: There was no difference between the price paid in Nova 
Scotia or New Brunswick between 1938 and 1939. 

Mr. Harris: You do give consideration to those firms which give a good 
deal of freight to the railways as compared with firms of a fly-by-night character 
which do not give the railways any freight? 

Mr. VaucHaAN: That would undoubtedly be so providing everything else 
was equal. Naturally we do everything we can to get all the business we can, 
and it is only reasonable that we would do business with those firms which do 
business with us, so long as their price and quality are satisfactory. 

The CuarrMANn: Are there any other questions in regard to page 2? 

Mr, Buacx: I consider that the price paid for ties to producers in Nova 
Scotia is not sufficient. The price of lumber increased 20 to 25 per cent per 
thousand, -and the producers of ties cannot possibly deliver them at a profit 
at the price which they are being paid. There is no justification for them 
conducting business on the 1939 price. 

Mr. VaucHaAN: Our position, Mr. Black, is that we are able to get all the 
ties we need at the price we are paying. 

Mr. Donneuiy: Are your prices lower than the prices paid by the C.P.R.? 

Mr. VauGHAN: Our prices are pretty much on a par with the C.P.R. In 
fact, we discuss the tie situation with the C.P.R. each year in respect to prices 
to be paid each provinee before we let our contracts. . 

Mr. DonnELLy: Practically speaking, all the ties that are needed in Nova 
Scotia are contracted for? 


Mr. VAUGHAN: Yes. 
Mr. Buacx: I would say that the producers of ties in Nova Scotia will go 


out of business unless they have some assurance that a fair price will be avail- 
able to them. 


Mr. VaucHan: Well, we will soon be negotiating again for our ties for 
next year. 


Mr. Buack: You really set the price, do you not, and it means that they . 


must either accept or refuse the business? 
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_.. Mr. Vaucuan: That is true.. We fix a price which we consider is a fair 
price. On the other hand, if it is more profitable for the tie producers to saw 
their logs into lumber, they naturally would do so rather than turn them over 
to us in ties. 

We get various prices. It depends upon the size of tie and kind. The 
maximum price we pay in Nova Scotia for a hardwood tie is seventy cents. 
That is for the larger tie. 

Mr. Braperre: Seventy cents f.o.b.? 

Mr. VaucHan: Loaded on the cars, for a hardwood tie. 

Mr. Buack: What is paid for hemlock and pine ties? 

Mr, Vaucuan: That would be a number 2 hardwood tie, six by eight. 
The number 1 tie is seven by nine. We do not get any number 1 hardwood ties 
in Nova Scotia because the timber is not large enough. 

Mr. Buacx: What. is paid for hemlock and pine ties? 

Mr. VaucHan: I think it was sixty-eight cents. That is for the larger tie— 
seven by nine. For a six by eight we pay sixty-three cents. For a smaller tie, 
six by six, we pay twenty-five cents. 

The CuHatrmMAn: I would like to suggest, gentlemen, Hea you are not likely 
going to settle this tie business here, and we are not getting very far with the 
work of the committee. 

Mr. Harris: We are getting very far. I object to that.. I very, very 
strongly object to that. This committee, Mr. Chairman, for your information, 
is getting along much faster and making much more progress than any com- 
mittee it has been my pleasure to sit on since the year 1921. 


The CHarrmMAN: I am very glad to hear that. 
Mr. Hargis: I congratulate the chair on making such progress, 


Mr. Hanson: I wonder if Mr. Vaughan would give us the price paid for 
ties in British Columbia. 


Mr. VaucHAN: The maximum price we pay in British Columbia is fifty-two 
cents. We pay a lower price on Vancouver island. On the mainland, for six 
by eight ties we pay forty cents. For the smaller tie we would pay twenty 
cents. 


Mr. JACKMAN? Does that not go back to my previous question? Why do 
you buy these Nova Scotia ties? 


Mr. VAUGHAN: For this reason: We could not haul ties from other provinces 
into Nova Scotia; it would be too expensive. 


Mr. JACKMAN: On your own railroad? 


Mr. VaucHaAN: We can not have them for nothing. We figure our actual 
out-of-pocket expenses in arriving at the delivered cost of, all the commodities 
we buy. 


Mr. JACKMAN: One reason I addressed my previous question to you was 
that I understood in Fernie, British Columbia, they were paid about twenty-five 
cents more per ton for coal ‘than the adjoining city. One city was about to pass 
out of the picture pretty well because of the business not being as profitable as 
formerly. In order to prevent that and to prevent the town going on relief I 
think probably both railways may have agreed to pay a little more per ton and 
thus keep the community alive. I was speaking only from general knowledge 
of the situation, and I should think that such a proceeding on the part of the 
railways would be quite justifiable. I should lke to know if what one might call 
a political or humanitarian influence was working in such a large enterprise 
as this railway and perhaps the C.P.R. also. 
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Mr. VaucHAN: I think the only Justification we would have for keeping 
a mine going would be if we needed the coal in the future. We could not keep 
a mine going from a humanitarian standpoint. We try to be humanitarian in 
all our dealings, and I think we are. But we feel that where the Canadian 
National Railways is concerned we have got to be a bit hard-boiled. We get 
a lot of criticism from the gentlemen here, and we have to be able to meet that. 
It is fair criticism and we welcome it. 

Mr. Harris: Constructive criticism. 

Mr. VAaucHAN: In Alberta, the C.P.R. and ourselves pay the same price for 
coal. They are served by mines in the south; we, by mines in Northern Alberta. 
Some of the mines on our line are demanding an increase in price. 

Mr. JACKMAN: Take the newsprint companies, they have to distribute their 
tonnage to various places in order to keep communities alive, and it would not 
be surprising or even a matter subject to criticism if the railroads did it. I 
should like to know if they do it. 

Mr. VAuGHAN: They can adjust the selling price of their commodity based 
on the price of the raw materials; we cannot do that. We have to watch our 
purchases very carefully. 

Mr. JAckMAN: I do not think the newspaper manufacturers would agree that 
their prices could more easily be raised than yours. 

Mr. VAuGHAN: They are subject to adjustment while ours are not, or which 
is very seldom the case. 

Mr. Buack: The price paid by the railways for ties in Nova Scotia is less 
than $17 per thousand. It is about $16.50 for hemlock ties, and I say, Mr. 
Chairman, that that is too low a price. It is entirely out of line with the price 
paid in other parts of Canada. | ; 

Mr. Braperre: How much per thousand? 

Mr. Buackx: About $16.50. 


Mr. VAucHAN: There are about forty-two feet in a tie that we would pay 
sixty-eight or seventy cents for. 
Mr. Buack: A six by eight. would represent thirty-two feet, and the price, 
you said, was fifty-three cents? 
Mr. VAuGHAN: That is right. There are forty-two feet in the larger tie. 
The CHatrmAn: If you are through with page 2 we will go ahead with 
page 3. 
Mr. ArmstronG: The estimated capital expenditures are listed under the 
following headings. 


Atlantic Region 35701.) Rin ates eee namele ye oc) ena OO ane 
Gentral ‘Region wos.) vay eeu satiny x, None ee SO 
Western Region.. .. Tae lee 205046 
Grand Trunk Western ‘Railroad Company. ape): 559,020 
Central Vermont Railway, Inc... .. . ee 152,001 
Tlotelsy igi. ree. i Aye 80,000 
Montreal Terminals ‘Development. . he 3,350,000 
Prince Edward Island Car Ferry and Terminals. . 19,700 
Subsidiary Companies.. .. 412,713 
General, including Additions ‘and Betterments 
to Equipment... ele : “¢, & 25123 ,902 
13,724,400 
Less Equipment Retirements... ./..:. ..°.. .. 9,075,400 


On_ a net, capital expenditure of, 2.925. 1s. 4,649,000 
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Mr. Emmerson: On that Atlantic region, can you break down the capital 
expenditure? 


Mr. ArMstronG: Yes; they are made up in budget form. They consist of a 
very great number of items, probably several hundred items. 


Mr. Buack: What are the items about, those between $00,000 and $100,000? 
Mr. Armsrrone: They include improvements at Moncton _ . . Would 
you like the items with the amounts? 


Mr. Buacx: Yes; I should like to have the appropriations, say, in excess 
of $100,000. 


Mr. Armstrong: There is an item at Moncton for a new locomotive 
erecting shop estimated at $300,000. | 
Mr. EMmeErson: $300,000? 


Mr. Armstrone: $300,000. That is the estimated capital expenditure 
for 1940. 


Mr. Emmerson: That is for a locomotive erecting shop? 


Mr. Armstrone: Yes. That is the amount shown in the budget for 1940. 
That is the amount which it is estimated will be expended in 1940. 


Mr. Emmerson: That is the estimate of the building? 
Mr. Armsrrona: That is not the complete works. 


Mr. Huncerrorp: That is a matter that is under consideration at the 
present time. The total estimate for this shop is $835,000. 

Mr. Emmerson: Does that take into consideration the new heating system? 
Mr. Huncerrorp: Everything that goes with it, yes. But, owing “to 
conditions, no more than $300,000 will be spent this year. It is a job that will 
be carried over for two years. 

Mr. Emmerson: Is there an item in there for the electrical control between 
Moncton and Truro? 

Mr. Armsrronc: The item is in the budget, but the question of how much 
of it will be expended in 1940 is now under consideration. There is an item in 
here for additional terminal facilities, line trackage, signalling and possibly 
centralized traffic control. The total item amounts to $1,000,000. 

- Mr. Huncerrorp: The situation is that at the outbreak of war we had to 
give consideration to increasing the carrying capacity between Moncton and 
Truro particularly, and a considerable amount of work was done last fall in the 
way of additional passing tracks and making some more or less limited yard 
improvements. There“was not time, however, to carry on any major work. 
This year we are improving the yard at Moncton and enlarging it and making 
use of a portion of the old transcontinental yard. 

Mr. Buack: What is the estimate for that? 

Mr. Huncerrorp: We are making similar improvements at Sackville and 
Truro, and we are doing a certain amount of terminal work at Halifax. We are 
building a new engine house in the proper location at Halifax in order to 
facilitate business. We made a study of what is known as centralized traffic 
control between Moncton and Truro, but we came to the conclusion that the 
expenditure was too great to warrant it inasmuch as the main factor down there 
is the capacity of the Halifax port facilities. While the item stands in the 
budget -as $1,000,000, probably some of the money will be used for track 
facilities and things of that kind, and the major portion of it will not be spent. 
Under war conditions we thought it was necessary to have a contingent fund 
to take care of possible requirements. 

Mr. Buacx: But that centralized traffic control will not be put into effect? 

Mr. Huncerrorp: That is the present decision, not to put it in this year. 


The CuHarrMan: Next? 
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Mr. Braperre: Mr, Chairman, with regard: to the last item, general, 
including additions and betterment of equipment, could we get a brief statement 
of what that would be? ! 


Mr. Brack: I should like to finish this $2,509,000 item. May I ask 
Mr. Hungerford what the policy of the railway is with respect to completing the 
double tracking of the Canadian National Railway from Moncton to Halifax? 

Mr. Huncerrorp: Well, that was thoroughly studied. The expense would 
be very, very great; and it would provide a capacity again in excess of the port 
facilities. Furthermore, 1t would take too long, and the mere fact of double 
tracking would interfere with the use of the single track line under heavy traffic 
conditions, so that was ruled out. The centralized traffic control would be 
cheaper and could be installed without interfering with traffic; and it would 
increase the capacity of the line to about double. 

Again, there is no use in spending money to increase the capacity of the 
line between terminals when the terminal facilities will handle only a certain 
amount. In other words, you can only justify the spending of money to make 
improvements so that your terminal facilities or your line facilities will be in 
balance and be able to handle approximately the same amount of traffic. What 
we actually did last winter between Moncton and Truro was to handle substan- 
tially twice as much business as we did during any corresponding period in the 
Great War of 1914-18. 

Mr. Buacx: Twice as much? 

Mr. Huneerrorp: Practically. 

Mr. Buack: There was some congestion was there not? 

Mr. Huncrrrorp: There was a heavy load there, but we carried it 
successfully and there were no serious delays. Perhaps the most troublesome 
delay was in connection with the accumulation of wheat and flour at Halifax 
in the terminal. We propose this winter to hold that back, perhaps, and feed 
it in there as required. | 

Mr. Emmerson: Will that involve the use of Saint John to a greater extent 
than has been the case in the past? 

Mr. Huncerrorp: Well, that remains to be seen. 


Mr. Emmerson: If you cannot handle the traffic through the port at 
Halifax, would that not follow? | 
Mr. Huncerrorp: Well, it is a question of how much can be handled there. 


Tt depends on shipping and things beyond our control. I can say this to you, ‘a 


that we believe that with the facilities that we are constructing this year,—the 
improvements that we are putting in this year,—quite apart from the centralized 
traffic control which is not going in, we will be able to handle pretty nearly 
double what we handled last winter, if we are required to do so this winter. 

Mr. Buacx: Does that refer to the Moncton-Truro section of the line? 

Mr. Huneerrorp: Yes. : . 

Mr. Buacx: Do I understand from Mr. Hungerford that last year twice 
the traffic was handled between Moncton and Halifax as in the peak year of the 
last war, and that this year, for 1940-41, it is expected that twice the traffic 
can be handled that was handled in the last year, which would be four-fold 
of what 1t was in the peak year? 

Mr. Huncerrorp: That is right, except to this extent—and I referred 


to the line between Moncton and Truro—that a large amount of traffic that a 


we handled between Truro and Moncton last winter was coal and steel coming 
from Sydney and moving into upper Canada. i 

Mr. Buack: Have you figured an estimate for double track between — 
Moncton and Halifax? You said it was a very large expenditure. 
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Mr. Huncrrrorp: I have not the figure in mind at the moment, no. I 
could not tell you- . 

Mr. Buacx: The railway would have an estimate of it. 

Mr. Huncerrorp: Yes, I think we have. 

Hon. Mr. Hower: About $6,000,000, as I remember it. 

Mr. Smart: It is more than that. 

Hon. Mr. Hower: The Colonel says it is $9,000,000. I am wrong. 

Mr. Huncerrorp: The worst feature about that, as I explained before, is 
that the double tracking of a line under heavy traffic conditions would interfere 


with traffic to such an extent that we could not contemplate it under war 
conditions. 


Mr. Buacx: As regards the line from Sydney to‘the mainland, I have heard 
it said that it is poorest line in North America, having regard to the amount of 
traffic it carries. 

Mr. Huncerrorp: We could say this, that it was a poorly located line in 
the first instance, with a great deal of curvature, an excessive amount. But 
the limiting factor of that line from Sydney to the south of the Strait: of 
Canso is the carrying capacity of the ferry across the strait. We propose to 
make some improvements on the line between Truro and Sydney this year in 
the way of additional passing tracks or longer passing tracks, but only to the 
extent to balance the capacity of the line facilities with the capacity of the 
ferry to get the traffic across the strait. There would not be any object in going 
beyond that. It would be a waste of money. 

Mr. Buack: But the operation of the railway there is very expensive, having 
regard to the grades and the curvature, is it not? 

Mr. Huncerrorp: Yes. 

Mr. Buack: In relation to the traffic that it has to carry? 

. Mr. Huncerrorp: The only way that you could improve that line would 
be to practically rebuild it—build a new railroad. 

Mr. Buack: Has a general estimate been made as to the cost? 

Mr. Huncerrorp: No. 

Mr. Buack: Of modernizing that line? 

Mr. Huncrrrorp: No. It would cost more money than the volume of 
traffic would warrant. I am sure of that. Let me explain that the line is in 
good physical condition, but it is not of a good character. It has altogether 
too many curves and heavy grades. 

Mr. Buacx: There is a large number of accidents on that line, is there not? 

Mr. Huncerrorp: I beg your pardon? 

Mr. Brack: ‘There is a large number of accidents on that line, is there not? 

Mr. Huncerrorp: No, I would not say that. 

Mr. McCutitocu: What is your business on that line? 

Mr. Huncerrorp: I beg your pardon? 

Mr. McCutitocu: What is your increase in business on that line? 

Mr. Huncrerrorp: I have not the figures here. 

Mr. McCuuuocu: I understand it is much heavier than it was a year ago. 

Mr. Huncerrorp: Yes, very. 

Mr. McCuuutocu: They have been breaking all records, I understand on 
that line. 


Mr. Huncrrrorp: The ton mileage increased substantially in the month 
of May, as compared with May of last year. The ton mileage in May of this 
year was four times that of May last year. 
7 6352—4 
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Mr. McCuntocu: Four times. a 

Mr. Huncerrorp: Yes. But last year the traffic was not heavy. There — 
was a heavy movement of coal last winter to upper Canada from that field. 

Mr. Buackx: There is another thing I want to mention. I thought that the 
main justification for the Guysborough branch line was that it might be used 
for carrying through traffic from Cape Breton. Has any consideration been ~ 
given to completing that line and making it the line for the through traffic from 
Cape Breton? | 

Mr. Huncrerrorp: The line would not serve the purpose unless 1t was — 
extended to Sydney. 

Mr. Buack: Yes, extended to Mulgrave. 

Mr. Huncerrorp: It would be a large amount. 

Mr. Buack: Has consideration been given to it? 
Mr. Huncerrorp: Again you would have to multiply the facilities across 
the Strait of Canso to take care of it. 
Mr. Buack: I presume the railway has given consideration to that sugges- 
tion? 
Mr. Huncerrorp: Of extending the line through to Sydney? 
Mr. Brack: No, completing the Guysborough line so that it will carry the 
through traffic, making a modern line of it, a modern railway, to carry the traffic 
from Cape Breton, from Mulerave to Stellarton. 


Mr. Huncrerrorp: I do not think any consideration has been given to that 
recently. There is not the volume of traffic. 

The CuHairMAN: Mr. Bradette had a question. 

Mr. Braperre: Mr. Chairman, I should like a brief explanatory statement 
of the last item, “general, including additions and betterment to equipment, — 
$2,123,502." What will that include, in a general way? Is that all equipment — 
or what? | 

Mr. Huncerrorp: Every time a locomotive or car goes through the shop, 
it is advisable to add something to it in the way of an improvement, and the 
charge is made against capital account. It is something that is a little bit better 
than what was on the unit before, and actually that amount is used up in a 
multitude of small sums, a few dollars per unit. 

Mr. Braperre: I see no item about insurance. Does the C.N.R. system 
carry its own insurance for equipment of any kind? . 

Mr. Armstronc: The C.N.R. carries its own insurance in a general insur-_ 

ance fund. : ; 

Mr. Brapetre: Entirely its own fund? 

Mr. Armstronc: That is fire insurance. 

Mr. Brapetre: Fire, accident and destruction of property? 

Mr. Huncerrorp: Not accident insurance, no. 

Mr. BraprettE: I mean, when you have a bees vilment. 

Mr. Huncrerrorp: That is simply charged to operating expenses. ! 
Mr. Armsrronc: In effect, it carries its own insurance in paying for — 
accidents as they occur. 3 

The Cuamrman: Next point? Shall we go on to page four? — 4 

Mr. Armstronc: At the bottom of page three there is a list of new equip~ 4 
ment totalling $1,665,000. Shall we go on to page four? 

The CHAIRMAN: Yes. 
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Mr. Emmerson: May I go back for a moment? There is just one item 
in connection with which I should like to ask. It is a small item of $19,700 for 
the car ferry and terminals, on page three. Is that on the ferry, one or other 
of the ferries, or is it on the docks? 

Mr. ArmMstrona: It covers principally the unexpended balance from the 
previous year for the strengthening and crib bonding of bursting short-arm 


pier. The total cost was $43,000, of which this is the balance. It is at Cape 


Tormentine. 
Mr. Huncerrorp: It is in connection with the piers. 
The CuHarrman: Page four. 


Mr. Harris: On page three, Mr. Chairman, we were going to get a little 
more explanation of that $3,350 000 item. How much of that is expended so far? 


Mr. Armstrone: The expenditure— 


Mr.. Harris: Could you give us to the end of the first three months, 
March 31, and then the three months ending June 30. 


Mr. Armstrrone: I am not sure that I can give you to the end of March. 
Our figures are on the calendar year basis, as you know. You want the expendi- 
ture, as I understand it, from January Let to March 31st, 1940? 


Mr. Harris: Yes. | 
Mr. Armstrone: We have not that figure readily available. 
Mr. Harris: For what period is this $3,350,000? 
Mr. ARMSTRONG: This $3,350,000 is what we budgeted for the calendar 
year 1940. 
Mr. Harris: How much of that is expended up to March 31st? 
Mr. Armstrone: I cannot give you up to March 31st. 
Mr. Harris: I just want an estimate. 
Mr. Huncrrrorp: We can get it. 
Mr. Harris: There was a national event on March 26th. That is the 
reason I mentioned March 31st. ; 
Mr. Armsrrone: We have spent for the first six months, from January 1st to 
June 30th, $1,184,000. 
Mr. Buack: How much? 
Mr. Armstrone: $1,184,000. 
Mr. Harris: $2,200,000 you purpose to spend in the next six months? 
Mr. Armstrone: That is the expense chargeable to the last six months. 
Mr. Harris: Would the management consider slowing down on that, Mr. 
Chairman? Would the management give some consideration to slowing ae 
on that expenditure during war time? 
Mr. Huncrerrorp: No. The directors have not seen fit to do that yet. 
Mr. Harris: That is the considered opinion of the management, Mr. Chair- 
man, is it? | 
Mr. Huncrerrorp: Well, there has been no consideration given to that. 
Mr. Harris: Would they give consideration to it, Mr. Chairman? 
The CuarrMAN: Gentlemen, if we would all speak just a little louder, . 
it would be better. Personally, I do not like to be profane but I have a hell of a 
time hearing what goes on in this room. 
Mr. Harris: Mr. Chairman, it has been deposed here that we have spent 
$1,100,000 and the budget calls for $3,350,000. We have a six months in front of 


us now. Inasmuch as we have spent so far this year only $1,100,000, would 
6352—4} 


156 STANDING COMMITTEE 


the management give consideration to the slowing down of expenditure for the 
balance of this calendar year or at least keep it within the confines of the first 
six months expenditure? 


The CuairMaNn: I should like to congratulate the speaker, anyway, because 
I was able to hear him on that occasion. 


Mr. Huncerrorp: We have commitments now in effect as of July Ist for 
$1,865,000, for the balance of the year. 


Mr. Harris: That means, Mr. Chairman, that we are committed for another 
$1,800,000. That leaves only $400,000 to be further committed before the end 
of December. I will ask this question: Will those contracts or commitments 
expire previous to December 31, 1940? 

Mr. Huncrerrorp: No. i | 

Mr. Harris: What part of the $1,800,000 will expire in the present year? 

Mr. Huncrrrorp: That is the estimated expenditure for the balance of the 
year. 

Mr. Harris: For the balance of this year? 

Mr. Huncerrorp: Yes. 


Mr. Harris: We will not spend the $3,350,000. We will be short about 


$400,900. 

Mr. Huncerrorp: I do not understand that. 

Mr. Armstrone: The commitments are $1,865,000, of which approximately 
$600,000 applies to carrying on contracts in the next year. There is about 

$1,265,000 in those commitments which applies to the 1940 programme. 

| Mr. Harris: Then there is $600,000,000 that is in the 1941 programme. | 
Mr. Huncerrorp: $600,000, yes. 
Mr. Harris: And there is another $400,000 which you are not committed 
to spend yet. 
Mr. Huncrerrorp: That would be correct. . 
Mr. Harris: Then there is $1,000,000 that you are not committed to spend 
at the moment? 
Mr. Armsrrona: It is anticipated expenditure but not committed for. 
Mr. Harris: In view of the general difficult situation which we are in, 
would the management give consideration to the avoidance of spending that 
money? ts it essential that it shall be committed for or contracted for or spent 
during this calendar year? 
Mr. Huncrerrorp: Well, we can get consideration of anything, as far as 
that is concerned. 
Mr. MacInnis: What condition will the work be in at the end of the year; 
that is, towards completion? How near or how far from completion will it be? 
Mr. Armstrone: The estimated amount to complete is, roughly, $6,000,- 
000—$5,976,000—after the commitments which we have already mentioned 
have been fulfilled. 

Mr. Huncerrorp: If the work was carried out, it should be available for 
use a year from this fall. 

Mr. Braprerre: According to the newspapers of Montreal and the province 
of Quebec, that work is absolutely necessary for the war activity. If that is 
true, I do not see why there should be any curtailment of that work of going 


ahead at the present time. I do not belong to Montreal or even to the province — 


of Quebec, but Montreal is the metropolis of Canada. I remember when they 
tore down the old union station in Toronto. We would have been satisfied in 
our section to have had that station in existence for many years. But we were 
also satisfied to have Toronto go ahead with their union station. At the present 
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time we need that terminal for war activities, and I do not see for the hfe of me 
why we should jeopardize the chance of having that work completed next year. 
It might be the best thing they could do. That is my personal opinion on that 
matter. 

Mr. Huncerrorp: Well, the completion of these facilities would help the 
movement of freight. 

: Mr. Buack: Mr. Chairman, how much has been expended by the railway 
on these terminals up to the ‘beginning of 1940; how much will be expended 
during 1940—we have that before us—and what is the amount needed to com- 
plete this building? . 

~Mr. Armstrone: The expenditure to the end of 1939 was $19,625,000; the 
expenditure in 1940 to the end of June was $1.184,000; the commitments as of 
July 1st, 1940, are $1,866,000; that is a total of $22,675,000; and the estimated 
expenditure to complete is $5,976,000, a grand total of $28,650,000. Those 
thousands may not add quite properly but they are substantially correct. 

Mr. Buack: What have been the curtailments in the present plan in rela- 
tion to the original plan? JI understand there has been a very substantial cur- 
tailment and a reduction in the cost over what was originally proposed. 

Mr. Huncerrorp: Some features are not being gone ahead with at all. 
There was to be a big yard; experience has shown we can get along without that. 
It was mtended for use in connection with the harbour—and various features 
of that kind. 

Mr. Buack: There has been no curtailment then as regards construction of 
the terminal proper. 

Mr. Huncerrorpb: Only to this extent, that originally it was mtended to put 
up a central office building which would have cost quite a lot of money and 
which would have accommodated the clerical staff of the railways. At that time 
the clerical staff in Montreal was scattered around in eighteen different buildings. 
However, since then, we have decided to, and have actually used a great por- 
tion of the viaduct in connection with the new terminal. We have used it now 
for several years for the accommodation of the clerical staff. So that the office 
building is not contemplated at all, excepting that it is proposed to put two 
storys on top of the station concourse for the accommodation of purely local 
Montreal staff, not the headquarters staff at all. 

Mr. Buacx: Are the foundations being constructed so that they will carry 
a building as originally proposed, eventually? 

Mr. Huncerrorp: A building could be placed there at any time in the 
future. The foundation is bed rock and provision is made for putting columns 
down to carry any kind of a building the future may demand. Nothing is 
contemplated so far as the railway is concerned, 

Mr. Buacx: What was the estimated cost of that building? 

Mr. Huncerrorp: We do not know what kind of a building it would be. 

Mr. Buacx: You would no doubt have had a building design in your 
original scheme. 

Mr. Huncerrorp: There is no building contemplated: There is a space 
that we can leave until we want to put up a building. As a matter of fact, 
over the terminal there is space, ground space, amounting to about 600,000 
square feet. That will be available to lease to anyone who wants to put up a 
building over the railway itself. That 1s what the New York Central did in 
New York in connection with their Grand Central terminal, and prior to 
the depression the net result was that they were getting an income in rentals 
from such development representing about three-quarters of a million dollars 
above their entire fixed charges for their own terminal facilities. We do not 
contemplate anything like that in Montreal, or any great development in the 
near future, but the possibility is there. 
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Mr. Buacx: The last time I was in New York I saw a great many “to 
rent” signs in that area. 

Mr. Huncerrorp: I think their income is probably less now; it has been 
during the depression undoubtedly, but nevertheless they made a lot of money. 

Mr. Braperre: I would like to ask Mr. Hungerford, since they started 
that work at the terminal two years ago has there been any renewed approach 
from the C.P.R. to have ‘a joint terminal there? 


Mr. Hunererrorp: Any approach from the Canadian Pacific? 


Mr. Braperte: To have the two railways—there was something of that 
kind considered in the past I understand. 

Mr. Huncerrorp: There were discussions years ago in regard to it. 

Mr. Braperre: Have there been any new discussions within the last few 
years? 

Mr. Huncrerrorp: No. The facilities that we are building at the present 
time are to meet the immediate and reasonable requirements of the Canadian 
National Railways. They could be extended but there is no suggestion of that 
kind. 

Mr. Harris: Is all the expenditure an attempt to do away with the so- 
called bottle-neck in respect to tonnage that is being handled around the port 
of Montreal; the minister referred to a bottle-neck on one occasion. 

Mr. Huneerrorp: Mr. Harris, I do not think it would be possible to give 
a short answer to that, there are so many different things involved. It is 
possible that you do not fully appreciate the fact that the institution of the 
Montreal terminal as now contemplated arose out of a erade-crossing elimina- 
tion job. Before the war the board of railway commissioners of that time 
had issued an order requiring the Grand Trunk to elevate their line of rail- 
way from Bonaventure for a considerable distance, and down to Point St. 
Charles. With the outbreak of the Great War that work was suspended and | 
not gone on with, and then the Grand Trunk of course gravitated into the 
hands of the government. At that time there was a great deal of agitation 
about the number of level crossings in that portion of the city. There were 
a great number of them and they were heavily travelled. Along about 1927 
certain more or less public bodies in Montreal applied to the board of railway 
commissioners for an order requiring the Canadian National to abolish level 
crossings within the confines of the city. The board had a hearing and instructed 
their chief engineer to prepare a report on the whole situation and in turn 
the chief engineer representing and acting on behalf of the board demanded 
that we file a plan showing how we would eliminate or alleviate the erade- 
crossing situation in the city of Montreal. We had been making studies but 
had no intention of dealing with them at that time, and came to the definite 
conclusion that this was far and away the best solution of a very difficult 
situation; and when the board demanded that we file plans, well, that is what 
we did. But it started as a grade-crossing elimination project. Over and 
above that, however, as you probably know, the Canadian National found 
itself with four separate stations in the city of Montreal, terminal stations, 
each one at the end of a line with almost no connection between them, and 
the new terminal was developed to consolidate these operations into one station. 
The present development will bring the business of three stations into one. 
The fourth for the present will not be brought in, but the volume of business 
there represents only above five per cent of the whole and we do not feel 
justified in doing anything about it for the time being. In regard to the so- 
called bottle-neck, the separation to the extent that it will be accomplished 
with respect to passenger and freight business will not be a complete separa- 
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tion, but it will do a good deal to facilitate the free flow of freight through 
the Montreal terminals where there is a very heavy volume of traffic. We have 
a material advantage in that position. 

Mr. Harris: What is the expenditure in 1937 and 1938; I have not the 
figures. 

Mr. Armstrona: The modified plan really started in the fall of 1988. 
The expenditures in 1937 and 1938 were certainly less than $75,000, for 
either year. 

Mr. Huncerrorp: After the work was closed down in 1931 and settlements 
were made with the contractors and others there was no money spent on it 
until the resumption of the work in the latter part of 1938, in fact, in the 
beginning of 1939, excepting a small amount to settle some outstanding land 
claims and to make small physical improvements in connection with this space 
in the viaduct that was used for our clerical quarters. Incidentally, the placing 
of the clerical staff in this structure saved us $185,000 a year in office rental. 

Mr. Buacx: Mr, Chairman, do I understand this figure of $22,675,000 
represents only the expenditures made by the Canadian National railway or does 
it include other appropriations? 

Mr. Armstrona: That is the total cost, sir, as I should have pointed out. 
That includes the vote under unemployment relief. 

Mr. JackMAN: How much is that vote? 

Mr. Armstrone: In this figure of $28,651,000, $1,500,000 represents unem- 
ployment relief to date. 

Mr. Jackman: Could one say that the $1,500,000 is not properly chargeable 
to the station? 

Mr. Armstrone: It depends entirely upon the point of view. 

Mr. JACKMAN: I suppose there was useful work done in the station and due 
economy was exercised; it was not just a creation of work in order to keep 
these men employed. There was useful work done for each dollar spent? 

Mr. Armstronc: It is fair to say there is a million and a half dollars 
worth of value for the million and a half dollars spent. 

Mr. Jackman: To the railway? 

Mr. Armstronc: To the railway. 

Mr. Buackx: I would like to ask, Mr. Chairman, if any application for 
consideration has been submitted by the Canadian Pacific Railway Company in 
the last three years looking to a union station in Montreal or changing the 
construction that has been under way so as to make it suitable for a union 
station in Montreal such as is at present in Toronto. 

Mr. Huncerrorp: No. 

Mr. Buacx: No such proposal? 

Mr. Huncerrorp: No. 

Mr. Hanson: That proposal has come up in the committee every year for 
some time. 

Hon. Mr. Howe: It was discussed before this committee a year ago. Mr. 
Hungerford says no proposal was made to the railway direct, as I understand it. 

The CuarrMan: If the committee is through with page 3 we will proceed. 

Mr. Armstrona: Page 4 shows expenditures totalling $590,000 covering 
the acquisition of securities. For Toronto Terminals Railway Company, the 
Canadian National expenditure is estimated at $128,000. The next 1s Northern 
Alberta Railway; the C.N.R. proportion of expenditure is estimated at $338,000. 
In connection with the Chicago and Western Indiana Railway Company the 
expenditure is $124,000. 
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The CuarrMaNn: We shall turn to page 5 if there are no questions. 7 

Mr. Harris: I should like to ask the management if the Toronto terminal — 
arrangement is working out satisfactorily to the Canadian National Railways? 

Mr. Huneerrorp: The Toronto terminal, yes, on the whole. 

Hon. Mr. Howe: May I ask what that terminal cost? 


Mr. Huncrrrorp: Speaking from memory I think it represented a cost to. 
the various interested parties of a little over $40,000,000. . 

Mr. JacKMAN: I suppose that would include what you might call interest 
during construction and interest during unused years when it laid there and no 
use was made of it. For seven or eight years there was nothing done with it 
except 1t was an ornament to the city.. Have you included interest on interest 
during that period? If you have it would add very substantially to the initial 
cost of it. I presume that figure of $40,000,000 would include that figure of 
interest. 

Mr. Cooper: There was a charge to the total cost for interest during 
construction, but not for the full period. When they reached a point where it 
was considered the interest charge was sufficient the interest was discontinued— 
further interest was discontinued. 

Mr. Jackman: After it was completed for a while you had to charge interest 
and then you stopped; is that it? 

Mr. Cooper: With all big projects, I may say, it is the practice to charge 
interest during construction. Interest during construction is well] recognized 
as an element of cost, and so with the Toronto Terminal. That company 
began to charge interest during construction but when it was seen that the 
completion of the terminal was more or less indefinitely postponed the matter 
was considered and further charges were discontinued. 


Mr. Jackman: Really there was not much accumulation of interest during 
many years of vacancy. 


Mr. Cooper: I always thought the charge was a pretty stiff one; that is to 
say, In my personal opinion I thought it was a little too much but it certainly 
did not go on for the full period during which the work was suspended. 

Mr. Harris: When was the work completed? 

Mr. Huncerrorp: I think in 1929 or 1930; I am not quite sure. 

Mr. Harris: I want to have it on the record. 

Mr. JAcKMAN: That cost was, of course, borne in part by the C.P.R. and 
perhaps some by the T. & N. O. 

Mr. Cooper: It is financed jointly by the Canadian Pacific and the Canadian 
National Railway on a fifty per cent basis. 

Mr. Jackman: And no part at all by the T. & N.0.? 


Mr. Armstrong: Not the T. & N. O.: The city of Toronto actually paid 
somewhere in the neighbourhood of $5,000,000 in connection with the 2rade 
separation project. | 

Mr. Coopgr: And the cost of the project to the Terminal Company was 
$26,000,000. ) 

Mr. Huncerrorp: There is a distinction between the Toronto terminals 
property and the adjoining improvement that had to be made there. The railways 
individually, the Canadian Pacific and the Canadian National, both had to build 
certain improvements extending out from the terminal area. The Toronto 
terminal railway company is jointly and equally owned by the Canadian Pacific. 4 
When you speak of the Toronto terminals you are only speaking of that portion — 
of the property, and the elevation of tracks and other improvements of that kind 
extended away beyond the limits of the Toronto terminals railway property. 
The cost of these improvements outside of the terminal area were borne by the 
parent companies. f ; 
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Hon. Mr. Howe: I wonder, Mr. Chairman, if there would be much objection 
in this committee to building a "Toronto terminal. 

Mr. Harris: The minister is very anxious to get a comparison between 
Toronto and Montreal. We are very anxious to sit here as members of parlia- 
ment representing Canada. 

Hon. Mr. Hown: With a great interest in Montreal. 

Mr. JACKMAN: The $25,000,000 was borne by the Toronto terminal company 
and the other $15,000,000 was borne by some other body,—what body was it 
that bore the $15,000 000? 

Mr. Armstronec: The city of Toronto about $5,000,000; the Canadian Pacific 
Railway about $3,000,000; the Canadian National Railway about $5,000,000, 
and the grade crossing fund about $1,000,000, the Toronto terminal railway about 
$26,000,000, making a total of $40, 000 000. 

Mr. Huncrrrorp: The central area, including the station or the Toronto 
terminal railway company, cost $26,000,000, and the additional expenditures 
were made at the expense of the parent companies to connect up with it. 

Mr. Harris: I do not want to go on record as challenging the minister in 
regard to more attention to Montreal; that is furthest. from my mind. Had it 
been in Port Arthur, the same observation would have been made. It is obvious 
that the matter running through our minds is that there is a war on and we have 
to conserve our cash. 

Mr. Buack: Before we leave page 3, Mr. Chairman, there is an item dealing 
with “Subsidiary companies—$412,000.”. The particulars of that are not on 
record. 

Mr. Armsrrone: The expenditures there are for various subsidiary com- 
panies of the Canadian National Railways. For example, here there are about 
twelve items in connection with the Montreal and Southern Counties Railway 
ranging from $500 up to about $10,000. Then there is an expenditure in con- 
nection with the Thousand Islands Railway of about $5,000. There are about 
ten items in connection with the Niagara-St. Catharines & Toronto Railway total- 
ling $37,000. The Oshawa Railway, four items, totalling $9,000. The Canadian 
National Transportation Ltd., three items, totalling $90,000. The Muskegon 
Railway & Navigation Company, two items, totalling $10,000. Those are sub- 
sidiary companies. 

Mr. Buack: How many subsidiary companies are there? 

Mr. Armstrone: They are not all here. 

Mr. Buack: How many subsidiary companies are there under the Canadian 
National Railway management? 

Mr. Cooper: The system comprises 102 companies. 

Mr. Buacx: Some of these companies would be like the Grand Trunk Pacific, 
would they, major units in the system? 

Mr. Cooper: There are four major units. 

Mr. Smart: The list will be found on page 22 of the annual report, Mr. Black. 
.. Mr. Buacx: This last item——“ General, including additions and betterments 
to equipment, $2,123,000 ”—what is represented by that as capital expenditure? 
Mr. Huncerrorp: I tried to explain that a little while ago. 

Mr. Buack: That is on the record? 

Mr. Huncerrorp: Yes; incidental improvements to cars and locomotives 
as they are going through for repairs. 

Mr. JAcKMAN: The item underneath that for new equipment purchases of 


$1,665,000 is an estimate of the equipment you intend to buy in 1940, is it? 


Mr. Armstronc: There is a note at the bottom of page 3 in regard to that 


item. It excludes the $14,900,000. 
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The CuairMAN: Are you through with page 4? 

Mr. JackMAN: I wonder if I might ask one more question about the condition 
of the rolling stock generally. A man in whose opinion one might have some 
confidence said to me about a year ago that one had only to look at the roads of 
both railways in Canada to know that there was need for a great deal of replace- 
ment. Would you say that if the railways, both of them—I will not confine my 
remarks to the Canadian National—were in a more easy financial condition, they 
would be purchasing more new equipment and more rolling stock than they are 
purchasing to-day? Is the condition of the equipment as good as the operators 
of the railway would like to see it? 

Mr. Huncerrorp: I think that constitutes two questions. In the first place, 
so far as the physical condition of existing units is concerned, happily the 
Canadian National is in very good condition in that respect. The standard of 
condition of freight cars on American railways is about seven and a half per cent 
in bad order. That is recognized as being about a normal proportion to be in bad 
order. 

Mr. Buacx: Seven and a half per cent of what? 

Mr. Huncerrorp: Of the total number of units. 

Mr. Buacx: Seven and a half per cent? 

Mr. Huncerrorp: I am speaking of freight cars now, Mr. Black. 

Mr. Brack: What does the figure of seven and a half per cent represent? 

Mr. Huncmrrorp: Cars that are in bad order or in a defective condition. 
As a matter of fact, the figure for the Canadian National Railway today is 
about four per cent. That is an extraordinarily good figure. 

Our locomotive condition is not quite as good. We have only maintained 
a sufficient number of locomotives in serviceable condition during the period 
of the depression to meet the requirements of travel. That was sound poliey. 
With increasing traffic we require more engines in serviceable condition and we 
are proceeding steadily to put them in. Passenger equipment, I think, is in a 
normal condition. 

Mr. Hanson: I do not think the committee is here for the purpose of asking 
such questions. 

Mr. DonneLiy: Would you explain the amount of $124,000 for the Chicago 
and Western Indiana Railway Company? 

Mr. Harris: While we are looking that up, Mr. Chairman, perhaps the 
honourable member for Skeena would tell us why we are here. 

Mr. Cooper: The Chicago and Western Indiana Railroad Company owns 
the terminal in Chieago into which the Grand Trunk Western, which its a 
subsidiary of the Canadian National, operates. The Grand Trunk Western is 
one of five proprietary companies, that is, the Grand Trunk Western owns 
one-fifth of the stock, and the five proprietary tenants are responsible for the 
financing of the terminal company. The terminal company. under an indenture 
of the first of March, 1936, made an issue of bonds which are secured by a 
lease under which the five owner and user companies are obligated to con- 
tribute each year as rent the interest on the outstanding bonds and one fifth 
each of the sinking fund payments which the bonds call for. $124,000 is the 
payment to be made by the Grand Trunk Western in 1940 as its share of that 
sinking fund payment. 

The terms of the agreement are such that the Grand Trunk Western on the 
termination or maturity of the issue will have turned back to it bonds of the 
Western Indiana equal to the sinking fund payments. 

Mr. DonnELLY: What year do the bonds mature? 

Mr. Coorrer: 1962. 
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Mr. DonNELLY: 1952 or 1962? 

Mr. Cooper: 1962. 

Mr. Harris: Mr. Chairman, why does the management put the hability 
for the $14,909,000 odd for the new equipment into the 1941 statement rather 
than into this statement, when the contracts for that particular equipment were 
negotiated during the year 1940? 

Mr. Cooper: The equipment will be delivered during 1940. 
Mr. Harris: The contracts were entered into in the year 1940? 
Mr. Cooprr: 1939. 

Mr. Harris: 1939? 

Mr. Cooprr: Yes. 

_ Mr. Harris: The liability will appear on the books in 1941? 
Mr. Cooper: 1940. 

Mr. Harris: 1940? 

Mr. Cooper: Yes. 

Mr. Harris: The budget of 1940? 

Hon. Mr. Howe: The first payment comes due in 1941, though. 

Mr. Harris: The first payment is due in 1941. It is not in the budget of 
1940. 

Mr. Coorer: No payment is due in 1940. 

Mr. Harris: And there will be no liability set up, Mr. Chairman, in the 
1940 statement? 

Mr. Coorrr: Yes, there will. Full liability will be set up in the 1940 
statement. 

pe Harris: It will be set up in the 1940 statement for contracts made in 
1939: 

Mr. Cooper: Yes. 

Mr. Harris: Then there is this other question. Is this not a departure 
from the usual way of buying equipment or contracting for equipment? 

Hon. Mr. Howe: It was done in 1932, I think it was. The government in 
that year purchased a number of locomotives and a considerable tonnage of rail 
eta it to the railways on the hire-purchase basis. That is the precedent 
or this. 


Mr. Harris: The capital sum is going to be retired in fifteen years. Will 
the locomotives and the equipment itself be retired in the same time? 

Mr. Huncerrorp: Oh, no; probably in thirty-five years or forty years. 

Mr. Harris: Then there will be a surplus in that particular transaction 
at the end of fifteen years. You will have the equipment still. 

Mr. Huncerrorp: You pay off the principal amount in fifteen years. 

Hon. Mr. Hower: That is the way that equipment is bought. Practically 
all equipment is bought under the Philadelphia plan agreement that pays 
off the mortgage in fifteen years. 

Mr. Harris: Not all the equipment since the inception of the road? 

Hon. Mr. Hown: No. ; 

Mr. Harris: It is a very large item. The capitalization represents equip- 
ment, some of which has been on the go for forty years. 

Mr. Donnewuy: I move that we adjourn, Mr. Chairman. 

The CuairMAN: Before we adjourn, I should like to understand whether we 
meet tonight or not? 

Mr. Buack: I wonder if we could be informed at the next session what 
special additional appropriation will be required by the Canadian National 
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Railway to meet the expected payment by the railway to the unemployment a 
insurance fund? I think we should have that at a later session. | 
The CHAIRMAN: We can make a note of that. 

Mr. McCuttocu: I move that we meet tonight at eight o’clock. 


The CuarrMAN: I will put it to the committee. All those in favour of 4 
re-assembling at eight o’clock, kindly raise their hands? There are seven. All — 
those against? There are three. The motion is carried, on division. 


The committee adjourned at 6.05 p.m., to meet again at 8 p.m. 


EVENING SESSION 


The committee resumed at 8.00 o’clock. 


The CHAIRMAN: Order, gentlemen. We were considering page 4, and as we 
Io 


have finished with that let us turn to page 5. ; 
Mr. Armstrona: Page No. 5 is: 


RETIREMENT OF MATURING CAPITAL OBLIGATIONS, SINKING FUND 
AND EQUIPMENT PRINCIPAL PAYMENTS 
Due date 
1940 Issue Amount 


April 16—Payment under Hire-Purchase Agreement.. .. .. .. .. rapes cP ite ss) omy RA ee. | (7/ 
May 1—Canadian National Railway Company 43 Per Cent Equipment Trust 


Series “J% Ceéntificatég 2.) (237 sis) cappeteitn ee Ges: | se coe cee | Tce 
May 1—Canadian National Railway Company 5 Per Cent Equipment Trust 

Series 'K.” Certificates. it Oy ree. Tig deg Soh Glite) etiam Tah cere ee 
June 1—Canadian National Railway Company 43 Per Cent Equipment Trust 


Series “LA Certificates )'i i.e i oh ee Fett a din ote at Sa eee ie Leap eee 
July 1—Canadian National Railway Company 2 Per cent 1927 Guaranteed Deben- 


ture pS tock. (es oe) UW ec hg wera eM amit a 0 969,056 50 

July 1—Canadian National Railway Company 23 Per Cent Equipment Trust 
Series "Q” Certificates Poe i Cisse ee ean Wao uee 2, Ve ame os 
July 1—Wellington, Grey and Bruce Railway Company 7 Per Cent Bonds.. .. 5,840 00 
July 1—New England. Elevator Company 32 Per Cent Bonds’. .) ci... .. 10,000 00 

Aug. 1—Canadian National Railway Company 24 Per Cent Equipment Trust 
Series fO? LORD eae ER) ates ID, G5 Re eae AEG a ae "Seer Tre ane ne 

Sept. 15—Canadian National Railway Company 22 Per Cent Equipment Trust 
Deriess P1988. ji eke ysis) ole eco aie nein ae NG Ti) ic. RR oe dee ey 
Oct. 1—St. John and Quebec Railway Company, 4. Per Cent Stock.. .. .. .. 22S Sa 
Dec. 14—Grand Trunk Western Railroad Equipment Trust): 1929.25 Cae |} Be ee 
Dec. 14—Central Vermont Railway, Inc., Equipment Trust, 1929.. .. .. .. .. 46,000 00 
Dec. 31—Indebtedness to State of Michigan re Woodward Avenue... .. .. .. 427,528 54 
Dec. 14—Central Vermont Railway, Inc., Equipment. Trust, 1929.. .. .. .. .. 78,000 00 
1941 
Jan. 1—Wellington, Grey and Bruce Railway Gompany 7 Per Cent Bonds.. 5,840 00 
Grand “totals. 8) Yaa. Aa SAS ee eA ne a he . .$8,199,717 88 


(say) 8,200,000 00 


Notre.—There has not been included in the above statement the semi-annual Sinking Fund 
Payments of $250,000, due July 1, 1940, and January 1, 1941, for Canadian Northern Railway 
Company 63 Per Cent Sinking Fund Bonds, as these amounts, in the judgment of the Manage- 
ment, will not be required owing to the improbability of our being able to use same in 
accordance with the terms of the Trust Agreement. ; 


Mr. Buack: We have only read part of it. What has been read? 


The CHarrMAN: Nothing has been read except what you have heard this 
moment. . 


Mr. Buacx: What page? 

Mr.,ArmstronG: Page 5, sir. 

Mr. Biack: Page 4, we did not touch that, did we? 

The CuHatrMan: Oh, yes; we were at it for quite a while. 2 
Mr. Hanson: What are we waiting for? righ tt aa 
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The CHarRMAN: We are considering page 5 to see if there are any questions 
or any comments. If not, we will pass on to page 6. 


Mr. Armstronc: Page 6 is the budget for the year 1940: 
CANADIAN NATIONAL (WEST INDIES) STEAMSHIPS, LIMITED 
BUDGET FOR YEAR 1940 f 


; | 1940 
Estimated Net Income from Operation Estimate 


Operating even tres. ¢ ph CMNMMEMEL 0 eRe Dates we Med Sowa) Bie bel oe GRU ke emake, 400,250 
Subsidies to be received from the West Indies Colonies, in conformity with Trade 


Agreement entered into with the Government of the Dominion of Canada... .. 204,750 
Wap We yeniles i ee: | So aloe Wihaa Unt kata Re Ce toe el a aia as _. $4,670,000 
Ci Os eet) X DALISES . ic. aE 7 GPL eRe MOM Tha ool alt a ethane Aas aN Ce Re eRe 5e) LOO UO 
Net OPerating, bye cmremeeeets: Me aOMNBONe tray eee valet phs Goo convig  \'sva,uoet a cisepthemoemiate - $ 695,000 


Interest Requirements on 5 Per Cent 25-Year Bonds issued in 1930, Principal 


Amount $9,400,000... .. .. 470.000 
Net Income available towards Payment of Interest on Advances by Government 
Saree...) fc) ae cg RSL en ea pay Ss fale: a eo thd, RO ae nate a OO 
Capital Expenditures 
RC ais es DALSETIOR ame (ee eteeen A ee ee tre eS are! Meee gin ua ht: , bate ane: waevaepos) 2 I OOO 


The Cuairman: Are there any comments or interrogations in connection 
with this page? 
Mr. Buacx: We might compare the statement with the result of the previous 
year. 
Mr. Cooper: Our operating revenues in 1939 were $4,642,000 as compared 
with the 1940 budget of $4,670,000. 
Mr. Harris: I am sure the operating revenue will be more this year. 


Mr. Vaucuan: Our freight traffic is increasing but there are other factors 
which affect the situation. 


Mr. Harris: They are good and busy, in other words. 

Mr. VaucHaNn: In some cases our vessels have been taken off their regular 
routes—we are not sure what revenue we are going to get this year. 

Mr. Harris: What revenue did you receive in the first six months’ period? 

Mr. Coorzk: I could not give it to you down to June, but to May 31 
revenues for 1939 were $1,779,000 and in 1940 they were $1,941,000. 

Mr. VaucHan: I might point out there, Mr. Harris, that the passenger 
business has practically disappeared and a large portion of the earnings of the 
“Lady” ships has been from passenger traffic. 

Mr. Harris: Really? 

Mr. VauGHan: Oh, yes. 

Mr. Harris: Freight is a big item? 

Mr. Vaucuan: Yes, freight always was a big item. Passenger earnings are 
a substantial part of the income. Of course, there are a few travelling between 
the islands. 

Mr. Harris: This Monarch of Bermuda and sister ships are sweeping up 
the passenger traffic.on the “Lady” boats. I have a recollection of coming up on 
one occasion when there were only nineteen passengers on board. 

Mr. VaucHan: That may have been in an off season. Last year during the 
travel season the boats were pretty well filled with passengers. I would like to 
point out that before the Canadian National West Indies Steamships took over 
the operation of these boats there was a subsidy arrangement in effect. between 
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the government and the Royal Mail Steam Packet Company. They operated. a 
with four old and slow boats a service to the eastern islands only. I think they — 
were paid somewhere around $350,000 a year as a subsidy which was in effect . 
for a number of years and paid by the Department of Trade and Commerce. — 
Then the Canada-West Indies Trade Agreement came along about 1927 and — 
the Department of Trade and Commerce at that time called for tenders from — 
various steamship companies to ascertain what they would perform the service — 
for as called for under the Canada-West Indies Trade Agreement. I think ~ 
they only got one tender, that of the Royal Mail Steam Packet Company who ~ 
asked for a subsidy of approximately $600,000 for the eastern service only. 
My recollection is that it was intimated at the time that an additional subsidy 
of some $200,000 or $250,000 would be required for the operation of the western 
service. I think it is safe to say that an outside steamship company would not 
have performed both services for a subsidy of less than $800,000 per annum. 
Mr. Harris: I make the general observation: There has been a steady 
increase in the volume of our exports. ‘They have risen from $76,000,000 to 
$110,000,000, that represents a 40 per cent increase in our exports and a good 
deal of that went to the West Indies. For the six months ending June we moved 
up from $3,000,000 to $5,400,000; that is an increase of 20 per cent. This 
service participated in that increase. These figures in the budget are low, and it 
is all to the good. They are going to make more money this year than they ever 
made due to circumstances over which we have no control but rather due to 
world conditions. My observation is that the budget estimate is low; and that 
bears on the consolidated statement again and bears direct relationship to the 
$15,000,000, or the deficit, not the $15,000,000 deficit, but the deficit that was 
asked for in the estimates. It is a separate item, I understand Mee but it bears 
on everything that is asked for in the estimates. 
The Cuarrman: Are you ready to pass this budget, dentine page 6? 
Mr. Jackman: Mr. Chairman, it really seems almost incomprehensible 
in view of what Mr. Harris has said that this line should not be doing a great 
deal better than previously. The Canada Steamship Lines has shown a much 
better statement for the first six months of this year than previously. Their 
boats are on new courses and new business which is very well paid and showing 
very good profit. It seems hard to understand how ocean going boats such 
as these would not earn substantially more than in 1939. 
Mr. McCuttocn: There is going to be very little passenger traffic to the * 
a Indies. 
Cooper: In support of what Mr. Vaughan has said about passenger 
tr bees T ae mention that the passenger revenue for 1939 was $547,000, and _ 
this year it is only $140,000, a drop of $400,000 in the first five months of 
the year in passenger receipts. a 
Mr. JACKMAN: I suppose under the trade treaty you have to maintain — 
these boats on this particular service; you cannot use them for other purposes? 
Mr. Vaueuan: That is one of our difficulties. The Canada-West Indies 
Trade Agreement specifies not only the ports of call but also the frequency 
of the service, and the boats have to remain on that route. It is not as 
though they could go out on other routes and pick up other business, at the — 
high rates prevailing. They have to remain on the routes fixed by the trade ~ 
agreement. es 
Mr. Jackman: Will this traffic on which they are engaged stand a higher 
rate schedule? | - 
Mr. VaucHan: There has been an increase of 25 per cent in freight rates, 
but that is nothing to compare with the increase which has taken place in 
trans-Atlantic rates. I feel that there is something in what Mr. Harris says. — 
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There is a lot more export business going down to the West Indies. We are 
hoping, of course, that these boats will carry full cargoes. I think we are 
going to do a very good business between now and the end of the year. But 
there is the feature that our passenger business has pretty nearly disappeared. 

Mr. Harris: That 10 per cent addition does not apply in the case of this 
route; I mean, that 10 per cent advantage which we have against competitive 
goods from American ports. 

The CHairMAN: Is there any further debate on this item? 

Mr. JAckmMAN: It is another example, I should say, of where considera- 
tions outside of those of straight transportation have a very direct influence 
on the earnings of this company, or as part of our Canadian National system. 
If it were not for the fact that we have a trade treaty which has nothing at 
all to do with the Canadian National Railway system—they are rather proper- 
ties belonging to the Dominion of Canada—if it were not for that these boats 
might be used in more profitable channels than they are being used in at the» 
present time. In other words, it is not a straight business enterprise when 
you have not got the freedom of operation in connection with your boats that 
an ordinary commercial company would have; and, therefore, any losses 
which might accrue from this operation are more due to larger political con- 
siderations than they are to straight business considerations. I should think 
from the evidence that we have had that that must be reasonably clear. 
-Mr. Smart: You should understand, Mr. Jackman, that this steamship 
line is not part of the Canadian National Railways. 

Mr. Huncerrorp: It is an entirely separate organization, the stock being 
held by the crown. 

Mr. Jackman: It is something like the Trans-Canada Air Lines? 

Mr. Smart: It is parallel to the Trans-Canada Air Lines. 

Mr. Huncerrorp: Except that in the case of the Trans-Canada Air Lines 
the Canadian National does own the stock. : 
Mr. Smarr: It is not quite the same, of course; Trans-Canada stock 1s 
owned by the Canadian National Railways and in this case the stock is owned 
by the crown itself. This is a separate corporation. 

Mr. Jackman: But the point is you cannot look at it as a straight business 
concern because it is tied in so definitely with the trade treaty. 

Mr. Smart: It is tied in with the Canada-West Indies Trade Agreement. 
Mr. Huncerrorp: It merely exists because of that treaty. 

Mr. Hanson: I would like to have an explanation of this question of the 
long-term high interest rate bonds. Would it not be possible to refinance them 
at a lower rate of interest? 

Mr. Cooper: They are a straight issue for twenty-five years and they are 
not callable. 

Mr. Hanson: That amount would be lost by the government for twenty- 
five years? 
Mr. Cooper: Yes. 

Mr. Hanson: Are they government bonds? 

Mr. Cooper: They are West Indies Company bonds guaranteed by the 
Dominion. — 

Mr. Hanson: And you cannot retire them until the twenty-five years 
are up? 

Mr. Cooper: They cannot be touched unless you want to go into the 
market and buy them up at the market price. 

Mr. Harris: What are they worth now? 
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Mr. Cooprer: I could not say. 


Mr. Harris: Payable in New York at 5 per cent they would be worth more 
than 110. | 


Mr. JAcKMAN: Not in New York. 

Mr. Harris: No, not in New York. 

Mr. Cooper: We paid $25,000 premium on the last coupons which were 
cashed. | 

The Cuatrman: If you are through with that page, we have completed 
consideration of this railway budget. 

Mr. Hanson: I move the adoption of this budget. 

Mr. Brack: [I asked for a statement or an estimate of what expenditure 


would be required to meet the unemployment. insurance on the basis of the bill 
that is now before the house. 

Mr. MacInnis: It would be pretty hard for anyone to give that informa- 
tion before he has the schedules in the bill; until you find out what it is going 
to be. 


The Cuatrman: The bill is not cast yet really. The railway management. 


are not in the position to answer that question, Mr. Black. 


Mr. Harris: Just before you put the motion. A question was asked, and 
it was not answered, on the statement of the auditors—this document here 
(indicating)—are we going to have produced a copy of the memorandum to the 
board of directors dealing with the inactive properties, figures of equipment 
retirements and other internal matters? The specific question emphasized 
internal management, and this was to be dispatched to the Minister of Transport 
in due course. That was going to be presented to the committee and we have not 
received it yet. 

Mr. Huncerrorp: If that was a report to the directors, I can get it. We 
have not got it here, Mr. Harris, but we can get it. 

Mr. Harris: Would it be embalmed in the record of this committee, 
Mr. Chairman? 

Mr. Huncerrorp: I do not think so. 

Mr. Hanson: By unanimous consent it could be embalmed in the record. 


Mr. Huncrrrorp: I have not got it. Mr. Matthews is here; you can ask 
him that question. 


The CHatrMan: Then we shall recall Mr. Matthews. Will you repeat 
your question, Mr. Harris? E 

Mr. Harris: The request was made some three sittings ago for a copy of the 
memorandum to the board of directors dealing with inactive properties, 
advance equipment retirement and other internal matters, which was despatched 
to the Minister of Transport in accordance with a deposition on page 3 of the 
Auditor’s Report and accounts contained in this grey book. 

Mr. Smart: That is a report to the board of directors of the Canadian 
National Railways. 

The CuarrMANn: I think this committee has a right to ask for it. 

Mr. Marruews: This is the report to the board of directors of the national 
railway system under date of the 16th of March. Reference is made to it on 
page 3 of our report to parliament where we refer to the copy of our memorandum 
to the board dealing with inactive properties and advance equipment retire- 


ment, etc., being despatched to the Minister of Transport. It is in addition to - 


the report to parliament. We make an annual report to the board of directors 
to which we make reference in the report to parliament :— 


“GENTLEMEN—Supplementing our report to parliament, we are 
submitting for the consideration of the board—” | 


2B 
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Mr. Harris: If it is very long, put it in the record to save time. 

The CuairMan: Are you satisfied? 

Mr. Harris: Yes. 

~ Mr. MarrHews: It is about seven pages. 

Mr. Harris: It is not very long. 

The Cuamman: Would you prefer to have it read? 

Mr. Braperre: Put it in the record. 

Mr. Harris: Would you read the section that has to do with other internal 
matters. : 

Mr. Marruews: That covers all other matters excepting the inactive pro- 
perties and the matter of equipment retirement. The other matters will take 
up most of the report. I can tell you what the subject matter was, Mr. Harris. 

Mr. Harris: All right; carry on. . 

Mr. Matruews: Equipment, investments in affiliated companies, insurance 
fund securities, land contracts receivable, and a matter of certain bonds which 
I would really question the advisability of making public unless the members 
wish to. It is a matter of policy for the committee. 

Mr. Buacx: Perhaps the committee should know what that is and not 
have it put in the public record. : 

Mr. Marruews: It has to do with the question of some prior lien bonds 
and the question of their validity at this date. 

Mr. Braperre: On what ground? : 

Mr. Marruews: On the ground that the question of the payment of these 

bonds goes back a number of years. There is some legal question about it. 
| The CuHatrMan: Is it sub judice at the present time? 

Mr. Marruews: I would not say so. 

Mr. JAcKMAN: These are bonds of branch lines. 

Mr. Martuews: Yes. 

The CuHatrmMan: Do you want this material put in the record with the 
exception of the latter matter to which Mr, Mathews has referred? 

Mr. Harris: We ough to know what it is. I cannot get the significance 
of what the witness is saying. It strikes me that is something—correct me if I 
am wrong—having to do with certain bonds in which certain provinces are 
interested. You are probably going to assume the full responsibility for them? 

Mr. Marruews: I am only thinking of the public information, that is all. 

Mr. Harris: I am sorry, I cannot hear you. 

Mr. Matruews: I am only thinking of the question of the public information; 
I am not thinking of the members of this committee. It is a matter that] 
would suggest, if it is to be considered, should be considered without any report 
being made. 

Mr. Harris: Why? 

Mr. Marruews: Because, Mr. Harris, with these prior bonds, it is a 
question of whether they are legally payable or not. 

Mr. Harris: Most likely they are not. Probably they are not payable. 
It is probably a bankrupt concern, is it, something like the old Canadian and 
River Coal Company where you took over the bonds when the company was 
bankrupt? 


Mr. Brapette: If it is not wise to give publicity to this matter we should 
have no record made of it. 
Mr. Matruews: There is nothing in this report. 
6352—5 
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The CHAIRMAN: I should like to put this question to Mr. Matthews: Is the 
material in this report likely to be prejudicial or unfavourable to the business 
of the State if divulged? If so, we will rule it out. 

Mr. Marruews: No; not what is said in this report concerning these bonds, 
because we just barely mention the matter again to the directors referring to 
the fact that the position in regard to these bonds has remained unchanged 


during the year. Now, the directors have full knowledge of what those con- 
ditions are. 


The CuarrMAN: Under those circumstances, if it is the wish of the com- 
mittee, this material will go into the record. 


Mr. Harris: The minister is now here and perhaps Mr. Matthews could 
have a conversation with the minister and see what he says. 


Hon. Mr. Hown: There are difficulties about putting this in. There is 
certain confidential information for the directors that would be embarrassing, 
perhaps, to read it here, in connection with the position of certain bonds. 

Mr. Harris: How much money is involved? 

Hon. Mr. Howe: If we published the facts about it, it may make a 
difference to the railway. | 

Mr. Harris: I did not hear the last sentence. 

Hon. Mr. Howe: If we published the facts about these bonds it may make 
a difference to the railway, I should think. 

Mr. Harris: In what way would it make a difference to the railway, Mr. 
Chairman? 

Hon. Mr. Howe: If I answered that, I might as well file the report, I suppose. 

Mr. Harris: This is not an inquisition at all. 


Hon. Mr. Howe: I suggest that this is a confidential report for the 
directors. There is nothing in here that would interest the committee. It 
contains the auditor’s slant on certain securities of the railroad and the position 
of them which I do not think it would be wise to make public; that is all. 
{1 do not mind showing the report to my honourable friend in confidence and 
let him decide whether it should go in the record. 

Mr. Harris: No, sir; I am not operating the road; I am a humble member 
of parliament sitting in, that is all. 


Mr. Hanson: Would you say you would give it to any member of the 
committee? 


Hon. Mr. Howe: Quite, yes; I would be glad to show to any member 
of the committee. 


Mr. Buack: I am prepared to abide by the wishes of the minister, Mr. a 


Chairman. 


The CHAIRMAN: This is your committee. I think you have a right to 
demand anything that you in your wisdom think you should demand. I do 
believe you would be well advised to take the advice of the minister in a 
matter of this kind. However, it is up to you; it is your committee. a 

Mr. Brapetre: Can any member of the committee have access to that 
report? . 

Hon. Mr. Howe: Yes. ) = 

Mr. Braperre: That should be satisfactory to the members of the — 
committee. : 

The CHaiRMAN: Will that meet the wishes of the committee; that this 
information will be at the disposal of any member of the committee without 
having it go in the record. Is that agreed? | 

Mr. McCu.tocuH: Yes. 
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The Cuamman: I should like those who are in favour of the suggestion to 
signify their approval. All right. Carried. 


Mr. Jackman: Are you going to incorporate the rest of the report in the 
minutes? 


’ The Cyaan: If you wish it, yes. 
Mr. Jackman: I do not know whether that is material or not. 
Hon. Mr. Howe: I-do not think you should incorporate any of this in the 


minutes. I think we should leave it that any member of the committee can 


read it over for his own information, Ido not think it should go in the minutes. 
This was intended as a private report to the directors of the line. 

Mr. Buacx: A report from whom? 

Hon. Mr. Howe: The auditors, George A. Touche & Co. It is material 
that George A. Touche & Co., did not think should be published; that is why 
they submitted it as a private report, and I think it should be treated as a 
private report. I can assure you there is nothing in it that is of much interest. 


‘It has a few minor items. 


Mr. JAcKMAN: Might I ask what the conditions are which determined the 
policy, on the one hand, of incorporating the Trans-Canada Air Lines into a 
wholly owned subsidiary of the railway company and having the Canadian 
National (West Indies) Steamships Limited entirely on its own feet with 
ownership residing in the Crown? What are the conditions which determined 
that one should be one thing and one the other? 


Hon. Mr. Howe: The Canadian Steamships Limited was bought as a Crown 
property to implement the Canadian West Indies Treaty. Those ships were 
bought at the time the Canadian West Indies Treaty was made. It has no 
relation with the Canadian Nationa] Railways.. It was found convenient to 
have the same management as the Canadian National Railways, but otherwise 
it has no relation with railway. No railway money went into it, and it is not 
railway property. 

In the matter of the Trans-Canada Air Lines it was decided that as the 
railway was in the transportation business and as certain officials of the 


railway could very usefully attend to certain transportation problems in 


connection with the air lines it would be wise to make the Trans-Canada Air 
Lines a wholly-owned subsidiary of the railway. 

Mr. JACKMAN: In the consolidated revenue account it was never the inten- 
tion to consolidate the accounts of the T.C.A. and the profit and loss state- 
ment? Although it is a wholly-owned subsidiary it could never be treated on a 
consolidated basis with its parent company? 

Hon. Mr. Howse: No, that is not the intention. It is simply a wholly- 
owned subsidiary of the company. It is not a railway operation; therefore 
the accounts could never be consolidated with the railway accounts. 

Mr. JACKMAN: Were there any compelling reasons why the T.C.A. should 
have been started as a subsidiary of the railway company and not left on its 
own feet? 

Hon. Mr. Howe: It was more ‘or less a process of evolution. When the 
company was first organized it was the intention that it should be owned, partly 
by the Canadian National and partly by the Canadian Pacific. At the last 
moment the Canadian Pacific Railway decided not to participate, and we there- 
fore proceeded with it as a wholly-owned subsidiary of the Canadian National. 


That is how it happened, at least. But I have no reagon to regret that it was 


made a subsidiary of the Canadian National Railways; I think it has been a 
good thing for the Air Lines. 

The CHarrMAN: Gentlemen, we are out of order. I have a motion that we 
adopt. this report. Have I a seconder? 
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Mr. McCuutocn: iI will second it. 

Mr. Buack: Before this report carries, Mr. Chairman, some of it may have 
been discussed in some of the sessions that were held when I unfortunately 
could not be present, having to attend other meetings. A statement is before 
the committee showing the total bonded mdebtedness, direct and indirect, for 
which the Canadian National is responsible. I have in mind an issue of $4,000,- 
000 for the Hahfax & Southwestern Railway, which I think matures either this 
year or next year, and carried in the accounts of Nova Scotia as an asset. : 

Mr. Cooprr: They are part of the funded debt of the Canadian National 
system. 

Mr. Buack: Where is it set out? 

Mr. Cooper: Will you please refer to page 20? You will find it the third 
item from the bottom—34 per cent, first mortgage guaranteed debenture bonds 
of the Halifax & Southwestern Railway, maturing September 30, 1942, $4,447,000. 

Mr. Buacx: There is another issue of $1,000,000, on page 22, item 54. I 
do not think that is held by the province of Nova Scotia. 

Mr. Cooper: Yes, the capital stock of the Halifax & Southwestern is owned 
by the Canadian Northern Railway Company—$1,000,000,—the Canadian — 
Northern being one of the component companies of the Canadian National 
system. 

Mr. Donnetiy: What bonds have you due this year? 

Mr. Cooper: The only maturities in 1940 are those shown on page 5 of the 
budget. 

Mr. DonneEtty: They are not in this book I have here. 

Mr. Cooper: You could pick them out of there but it is rather difficult. 
$8,200,000 is the total. 

The CHAIRMAN: I do not think, gentlemen, that we ought to consider going 
back over all this again to-night. We went over it meticulously this afternoon 
and we spent a great deal of time on it. I do not think it is unreasonable to 
refer to one or two matters but I do not believe we should go over them all 
again. We ‘have a motion before the chair to adopt the report. 

Mr. Harris: Does that include them all? 

The CHatrman: We have considered the others; we could take them all 
together but if the committee would prefer it we can adopt them one at a time. 

Mr. Harris: If adopted they will be adopted on division. 

The CHairmMan: Then we will adopt them on division. 

Mr. Harris: Before the motion is put I should like to state a few facts 
which cause the division. First, we have had six months’ experience and we have - 
the actual operation of this six months, a fact to my mind which helps to guide 
this committee. This has been favourable due to the sad circumstances of the 
war; no doubt, favourable to the extent of several millions of dollars, anywhere 
between five million and perhaps fifteen million dollars. But we are charged 
with the responsibility of recommending at least a portion of that deficit to the 
house ‘as set out in the order of reference. 

This committee knows from the evidence adduced and submitted here that 


we will require $15,000,000 for deficit purposes on the Canadian National Rail- — 


ways due to the actual experience of the six months. 
Mr. McCuutocu: I thought we heard all:that this afternoon. 
Mr. Harris: Quite, and now you will hear it again. 


Mr. McCuttocu: The reporter has it down and we do not want to get it 
down twice. 


Mr. Harris: I am quite satisfied to stay here and put it down again. 
Secondly, the foreign exchange situation is one which in the interest of Canada 
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we should conserve if at all possible. We should conserve every possible Cana- 
dian dollar and stop their flight by the purchase of maturities coming due in 
New York. That policy is not being pursued by the railway system in co-oper- 
ation with the government. Thirdly there are certain expenditures which were 
stopped in the year 1931 and have been started again. 

Mr. Hanson: What are these? 

Mr. Harris: They refer to expenditures required to straighten out the 
terthinal in the Montreal area. I dissent from the adoption of this report on 
account of the suggested budget expenditure of $3,350,000 at this time when 
-we need Canadian dollars for other purposes. 

The Cuarrman: All in favour of the adoption of this report will signify 
by raising their right hand. Those against. I declare the motion carried. 

Now, gentlemen, we have already considered in this committee the report 
of the auditors, George A. Touche & Company. We have considered also the 
annual report of the Canadian National Railway system, the annual report 
of the Canadian National West Indies Steamships Limited, and the Canadian 
National Railways Securities Trust. We have been over them all. It remains 
for us to adopt these reports. I should like a motion. 

Mr. Emmerson: I move that they be adopted. 

Mr. McCuttocu: I second the motion. 

The CuHairMAN: You have heard the motion; all in favour— 

Mr. Harris: On division. 

The CHairMANn: The reports are carried on division. 

Now we have certain votes to deal with. We still have vote 445 of the 
budget, Maritimes Freight Rates Act, Canadian National Raiways eastern 
lines, $2,000,000. You will find that on page 51 of the estimates. “Vote 445, 
Maritimes Freight Rates Act. To hereby authorize and provide for the pay- 
ment from time to time during the fiscal year of 1940-1941 to the Canadian 
National Railway company of the differences estimated by the Canadian 
National Railway company and certified by the auditors of the said company 
to the Minister of Transport as and when required by the said minister, accru- 
ing on account of the application of the Maritimes Freight Rates Act.” Shall 
I go ahead? 

Mr. Hanson: Dispense. 

Hon. Mr. Howe: This is purely statutory. But it must be paid under the 
statutes. 

~Mr. Donne tty: It has nothing to do with the committee. 

Hon. Mr. Howe: It is not controllable. 

Mr. Harris: It has nothing to do with this committee. 

Mr. Hanson: We have passed them every year. The only thing I can 
say about the Maritime freight rates agreement is that they should apply to 
British Columbia as well as the Maritimes. 

The CHarrMan: Shall the item carry? 


Carried. 

Mr. Harris: Just before the item carries, may I say the same observation 
obtains with respect to this item as the observation I made with regard to 
the Canadian National budget. Our exports in the month of June, largely 
through Maritime ports, moved up from $76,000,000 to $110,000,000. 

Mr. Buack: This is on a different basis. This is statutory and provides 
for certain percentage allowances on freight originating in the Maritime prov- 
inces, 
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Hon. Mr. Howe: Of course, the larger the movement here the larger the a ‘9 
payment. ian 

Mr. Buack: Yes; that is quite true. 

Mr. Harris: We have no control over that. 

The CHairMAN: Vote 445 is carried. Vote 446, Maritimes Freight Rates 
Act, railways other than the Canadian National, $800,000. Shall the item 
carry? 

Carried. 

Mr. Harris: Statutory. 

Mr. Hanson: I make the same observation with regard to this item as ih 
made with regard to the other. 

Mr. Emmerson: Is an audit made of these different items, for instance, 
in connection with the C.P.R. and the C.N.R. lines? 

The CuarrMAN: We have an inquiry to you, Mr. Smart, through the chair. 
Will you repeat that, Mr. Emmerson? 

Mr. Emmerson: How is the amount of subsidy arrived at? Is an audit 
made of the railway companies’ accounts of each shipment that is made a 
where is the audit made? 

Mr. Smart: Well, that is made by the auditors. 

Mr. Marruews: Are you speaking of the C.N.R.? 

Mr. Emmerson: This is for other companies. 

Mr. Smarr: These audits are made by the Board of Transport Commis- 
Nees They have the original rates and they have the present rates and the 
traific. 

Mr. Emmerson: Is there an audit made of each manifest at the railways? 

‘Mr. Smarr: Yes; it is checked. 

Hon. Mr. Howe: Certified by the Board of Transport Commissioners. 

The Cuairman: We now come to vote 459, Canadian National income deficit, 
$15,000,000. 

Shall the item carry? 

Carried. a 

Mr. Harris: I thought we were dealing only with the government-owned a 
enterprise. a 

The Cuamman: This is Canadian National Railways deficit. Shall the item 
carry? ~ 

Carried. : 


We now come to vote 460, Prince Edward Island car ferry and terminal, 
$327,000. Shall the item carry? 


Carried. 

Mr. Buack: That is the same amount as was required in the previous fiscal 
year. 

Hon. Mr. Howe: Yes, that is correct. 

Mr. McCuutocu: The Wood Island ferry is not in there. 

Hon. Mr. Howe: No. | j 

Mr. Buack: Would the operation a the Wood Island ferry affect the earn- a 
ings on this ferry service? <a 

Hon. Mr. Howse: It is difficult to say. Of course, this ferry does not carry aa 
trucks; the Wood Island ferry will, so it may affect it. I do not think you can _ 
tell until we try it. a 

The Cuairman: If this item is carried I think we have about completed the — : 
most of our work in connection with the committee. We still have a report toe 


Sey ip, 
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submit; but it will take a little time to do that. To speak for myself I should 


- like to thank the members of the committee for their co-operation and— 


Hon. Mr. Howe: There is vote 458 to be approved. You have already dis- 
cussed it in the budget of the Canadian National Steamships. It is a capital vote 
of the Canadian National West Indies Steamships company. 

The CuairMan: I thought we were through. We still have vote 458, 
Canadian National West Indies Steamships Limited, capital advances, $21,000. 

Mr. Emmerson: There was nothing said as to what was done with that. Is 
that just for improvements? 

Hon. Mr. Howe: Minor improvements on the boats. They altered some of 
the staterooms and made them smaller. 

The CHAIRMAN: Shall the item carry? 

Carried. 


Now we are through, and on behalf of the members I should like to thank 
the officials of the Canadian National transport system for their very courteous 
treatment of the members of the committee. 


Mr. Harris: Before we adjourn, may I ask if you are drafting the report to 
the house? 

The CHAIRMAN: Yes. 

Mr. Harris: You personally? 

The CuHatrMAN: We will call the committee together and submit the report 
to them. 

Mr. Harris: Who is “ we’’? 

The CuarrMan: The officials and the clerk and possibly— 

Mr. Harris: There will be no sub-committee to draft the report? 

The CHatrMAN: No, unless you wish to form one. 

Mr. Harris: I just want to know, that is all. 

The CuHairMan: I thought we would draft the report and submit it to the 
members and they could do what they liked with it. 

Mr. Buacx: I want to join with you in your expression of appreciation to 
the officials of the Canadian National Railways in coming here and giving us all 
the information that we asked; and speaking for myself I want to express my high 
appreciation of the services that Mr. Hungerford and his board render to Canada 
and the great responsibility that is theirs. While we cannot entirely agree with 
the policies, we still have appreciation for their desire to serve Canada in the 
responsible position they occupy. I wish to associate with that my expression of 
appreciation of the capacity of the retiring Minister of Transport, and the inti- 
mate knowledge he has of the operation of the Canadian National Railways and 
the Trans-Canada Airways and the courtesy he extends to members of the house 
and members of this committee at all times. 

The CuHairMAN: I do not think I need to put any such motion. I think 
gentlemen you have heard it. 


The committee adjourned. 
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JULY 23, 1940. 


The Standing Committee on Railways and Shipping owned, operated and 
controlled by the Government met (in camera) this day at 11 00 o'clock a.m. 
Mr. J. P. Howden, the Chairman, presided. 


M Diber present were: Messrs. Black (Cumberland), Emmerson, Hanson 
(Skeena), Howden, Howe, Lockhart, McCulloch, Ross (Middlesex East), 
Sanderson and Sissons—10. 


The Committee took under consideration a draft of its Third Report. 


Mr. Hanson moved, seconded by Mr. Sanderson,—That this Report be 
adopted as drafted, and submitted to the House, Carried. 


On motion of Mr. Ross, the Committee adjourned to meet again at the 
call of the Chair. 


JOP DOYLE, 
Clerk of the Committee. 
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REPORT TO THE HOUSE 


The Standing Committee on Railways and Shipping owned, operated and 
controlled by the Government begs leave to submit the following as its 


THIRD REPORT 


Pursuant to Order of Reference dated June 28, 1940, your Committee 
has considered and approved the following Reports for the year ending 
December 31, 1939, viz: 


Annual Report of the Canadian National Railways; 

Annual Report of the Canadian National (West Indies) Steamships, 
Limited ; 

Annual Report of Trans-Canada Air Lines ; 

Annual Report of the Canadian National Railway Securities Trust; 

Annual Report of George A. Touche and Company, Auditors for the 
Canadian National Railways; and the 

Budget of the Canadian National Railways (with the item “Net Income 
Deficit” reduced, in accordance with Estimates Item No. 459, from 
$20,000,000 to $15,000,000). 


Canadian National Railway System: 

Operating revenues for 1939, were $203,820,186, this being an increase 
of $21,578,463 over the previous year. This was due to the extra volume of 
freight handled, which increased progressively throughout the year. The 
express revenue showed an increase of 13-4 per cent and the mail an increase 
of 1:4 per cent, but the passenger and telegraph revenues showed small 
decreases. The operating expenses for the year increased by $6,790,456, which 
in view of the increased traffic and revenue was considered satisfactory. The 
ratio of transportation expenses to revenues was the most favourable since 
1929. The cash deficit of the Canadian National Railway for the year 
was $40,095,519, an improvement over the preceding year of $14,788.007. 

Progress was reported on the construction of the Montreal Terminals 
which will unite three of the four separate Canadian National stations in 
Montreal. 

The coal industry of Canada should materially benefit by the tax on 
imports and from the adverse rate of exchange, which will undoubtedly result 
in the purchase of larger quantities of Canadian coal by the Canadian National 
Railway. | 

Your Committee is of the opinion that all refunding operations should 
be effected with a view to conserving to the utmost Canadian exchange. 


Canadian National (West Indies) Steamships, Limited: 

There was a decrease of $273,049, or 5-56 per cent in the operating revenues 
of this Company during the year 1939, although the operating profit was 
$623,859. This was due to fewer trips being made and a smaller import 
tonnage. A war bonus of 25 per cent of wages was paid to the operating 
crews. 

Operating expenses were reduced by $150,699 ; also on account of fewer 
trips. ! 
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Trans-Canada Air Lines: 


The operation of this Company for the year 1939 showed a deficit of 
$411,656, which was paid by the Dominion Government. The operating 
revenue was $2,350,473, of which $1,632,873, or about 70 per cent, was received 
from the Post Office Department for the carrying of mail. Considerable 
criticism was expressed regarding this, as it was felt that the Trans-Canada - 
Air Lines were being subsidized by the Post Office Department. Officials 
pointed out, however, that with the increased volume of mail and passenger 
business, which has been very marked, the cost of carrying mail will be 
substantially reduced. 


An item of particular satisfaction was the completion of 98:1 per cent 
of scheduled flights, more than 3,125,000 miles, without injury to passengers 
or employees. 


Considerable extensions have been made during the year and negotiations 
are in progress for further schedules. 


Flying schools have been established and maintained in which are being 
trained the personnel for present and future requirements. 


Budget of the Canadian National Railways: 


The item of $20,000,000, Net Income Deficit for the current year, was 
criticized in view of the actual experience of the first six months showing an 
increased revenue, which if maintained for the balance of the year, would 
amount to about $15,000,000. 


A copy of the Minutes of Proceedings and Evidence is annexed hereto. 
All of which is respectfully submitted. 


J. P. HOWDEN, 
Chairman. 
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ANTOINE CHASSE, 
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ORDERS OF REFERENCE 


House or ComMons, 
Fripay, November 22, 1940. 


Ordered,—That the Standing Committee on Railways and Shipping owned, 
operated and controlled by the Government, be empowered to examine and inquire 
into all such matters and things as may be referred to them by the House; 
and to report from time to time their observations and opinions thereon, with 
power to send for persons, papers and records. 


Attest. 
ARTHUR BEAUCHESNE, 


Clerk of the House. 


Tuurspay, March 27th, 1941. 


Resolved,—That Standing Order 63 of the House of Commons relating to 
the appointment of Standing Committees of the House, be amended by adding 
to the Standing Committees of the House for the present session a Standing 
Committee on Railways and Shipping owned; operated and controlled by the 
Government, to which will be referred accounts and estimates and bills relating 
‘thereto of the Canadian National Railways, the Canadian National (West 
Indies) Steamships, and Trans-Canada Air Lines for the present session, for 
consideration and report to the House; provided however that nothing in the 
resolution shall be construed to curtail in any way the full right of discussion 
in Committee of Supply; and that the said Committee consist of: Messrs. 
Bercovitch, Black (Cumberland), Bradette, Diefenbaker, Donnelly, Dubuc, 
Emmerson, Ferland, Gray, Hansell, Hanson (Skeena), Harris (Danforth), 
Howden, Howe, Lockhart, MacInnis, McCulloch, Maybank, Parent, Pouliot, 
Ross (Middlesex East), Sanderson, Sissons. 


Attest. 
ARTHUR BEAUCHESNE, 


Clerk of the House. 


Monpay, May 5, 1941. 


Ordered,—That the names of Messrs. Jackman, Hazen, Shaw and Nicholsor 
be substituted for the names of Messrs. Black (Cumberland), Diefenbaker,. 
Hansell and MacInnis on the said Committee. 

Attest. 

ARTHUR BEAUCHESNE, 
Clerk of the House. 
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TUESDAY, May Oveloe |. 


Ordered,—That the following Reports and Estimates be referred to the said 
‘Committee :— 

Financial Budget of the Canadian National Railways and Canadian 
National Steamships for the calendar year 1941; 

Annual Report of the Canadian National Railways System, for the year 
ended December 31, 1940; 

Annual Report of the ‘Canadian National (West. Indies) Steamships Limited, 
for the year ended December 31, 1940; 

Report of the firm of George A. Touche and Company, Auditors of the 
Accounts of the Canadian N ‘ational Railways System for the year ended 
December 31, 1940; 

Vote No. 403—Maritime Freight Rates Act—Canadian National Railways 
Eastern Lines; 

Vote No. 404—Maritime Freight Rates Act—Railways other than Canadian 
National Railways; 

Vote No. 416—Canadian National (West Indies) Steamships, Ltd—Capital 
—Advances; 

Vote No. 417—Prince Edward Island Car Ferry and Terminals Deficit 1941. 


Attest. 


ARTHUR BEAUCHESNE, 
Clerk of the House. 


Tunrspay, May 20, 1941. 


Ordered—That the said Committee be empowered to print, from day to 
day, 500 copies in English and 200 copies in French of its minutes of proceedings 
and evidence, and that Standing Order 64 be suspended in relation thereto. 

Ordered—That the said Committee be empowered to sit while the House is 
sitting. 

Ordered—That the quorum of the said Committee be reduced ees 12 
members to 8 members. 


Attest. 
ARTHUR BEAUCHESNE, 
Clerk of the House. 


REPORTS TO THE HOUSE 
Turspay, May 20, 1941. 


The Standing Committee on Railways and Shipping owned, operated and 
controlled by the Government, begs leave to present the following as a 


FIRST REPORT 


Your Committee recommends:— 

1. That it be empowered to print, from day to day, 500 copies in English 
and 200 copies in French of its minutes of proceedings and evidence, and that 
Standing Order 64 be suspended in relation thereto; 

2. That it be empowered to sit while the House is sitting; 

3. That the quorum of the Committee be reduced from 12 members to 
8 members. 

All of which is respectfully submitted. 

J. P. HOWDEN, 
Chairman. 


MINUTES OF PROCEEDINGS 


Tunspay, May 20, 1941. 


The Standing Committee on Railways and Shipping owned, operated and 
controlled by the Government met this day at 11 o'clock a.m. 


Members present: Messrs. Bercovitch, Donnelly, Emmerson, Hanson 
(Skeena), Hazen, Howden, Jackman, Lockhart, McCulloch, Nicholson, Pouliot, 
Ross (Middlesex East), Sanderson, Shaw, Sissons. 


The Clerk of the Committee read the Orders of Reference and invited nomi- 
nations for Chairman. 


Mr. McCulloch moved, seconded by Mr. Hanson (Skeena), that Mr. J. P. 
Howden be elected Chairman. 


And the question being put on the said motion, it was agreed to. 


And the Clerk of the Committee having declared Mr. J. P. Howden duly 
elected, he took the Chair. He thanked the members for the honour they had 
conferred again upon him and the Committee proceeded forthwith with its 
deliberations. 


On motion of Mr. Donnelly, it was 
Resolved —tThat the Committee ask leave to print, from day to day, 
500 copies in English and 200 copies in French of its minutes of pro- 
ceedings and evidence, and that Standing Order 64 be suspended in 
relation thereto. 


On motion of Mr. Donnelly, it was 
Resolved—That the Committee ask leave to reduce its quorum trom 
12 members to 8 members. 


On motion of Mr. Donnelly, it was 
Resolved—That the Committee ask leave to sit while House 1s 
sitting. 
On motion of Mr. Jackman, it was 


Resolved.—That the Committee should commence its morning 
sittings at 10.30 a.m. 


Hon. P. J. A. Cardin, the Minister, and the following officials of the 
Department of Transport were in attendance: 

Mr. C. P. Edwards, Deputy Minister; 

Mr. G. W. Yates, Assistant Deputy Minister; 

Mr. F. M. Maclennan, Chief Treasury Officer; 

Mr. J. A. Wilson, Director of Air Services. 
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The President and general officers of the Canadian National Railways 
System, the Trans-Canada Air Lines and the Canadian National (West Indies) 
Steamships, Limited, were also in attendance viz:— 

Mr. 8S. J. Hungerford, Chairman of the Board of Directors and President, 
Canadian National Railways System; 

Mr. R. C. Vaughan, Vice-President, Canadian National Railways System; 

Mr. T. H. Cooper, Comptroller, Canadian National Railways System; 

Mr. W. M. Armstrong, Assistant Chief, Bureau of Research and Develop- 
ment, Canadian National Railways System; 

Mr. D. B. Colyer, Vice-President, Trans-Canada Air Lines; 

Mr. W. F. English, Assistant to Vice-President, Trans-Canada Air Lines; 

Mr. R. B. Teakle, General Manager, Trans-Canada Air Lines; 

Mr. W. 8. Thompson, Director of Publicity, Canadian National Railways 
System and Trans-Canada Air Lines, 

Mr. O. A. Matthews represented George A. Touche & Co., auditors. 


At the request of the Chairman, Mr. Hungerford introduced the officials 
present and explained to the Committee the respective function of each of 
them. 


The Committee then considered the Annual Report of Canadian National 
(West Indies) Steamships, Limited, for the year ended 31st December 1940. 


The report was read by Mr. W. M. Armstrong and during the discussion 
which followed he was assisted by Messrs. R. C. Vaughan, R. B. Teakle and 
T. H. Cooper. ; 


In this same connection the Committee considered Vote No. 416 of the 
Estimates for the Fiscal Year ending March 31, 1942—Canadian National 
(West Indies) Steamships, Limited. Capital—Advances, $20,000. . 


On motion of Mr. Hanson (Skeena), the Annual Report and Vote No. 416 
were adopted. 


The Committee thereafter took into consideration the Annual Report 
of Trans-Canada Air Lines for the year ended 31st December 1940. 


Mr. D. B. Colyer read the report and during the discussion which followed 
was assisted by Messrs. W. F. English and T. H. Cooper. At the time of 
adjournment the report was still under study. 


It was ordered that Mr. Geo Herring, Director of Trans-Canada Air Lines 
and Chief Superintendent of Air and Land Mail Services, Post Office Depart- 
ment, and Mr. P. T. Coolican, Assistant Deputy Postmaster-General be asked 
to attend the next sitting to give certain information before the Committee con- 
cerning Air Mail services. 


At 1 o’clock p.m., on motion of Mr. Donnelly, the Committee adjourned 
to meet again at 4 o’clock p.m. this day. 


The Committee met again at 4 o’clock p.m. Mr. P. J. Howden, the Chairman, 
presided. 


Members present: Messrs. Bercovitch, Donnelly, Emmerson, Gray, Hanson 
(Skeena), Hazen, Howden, Howe, Jackman, McCulloch, Maybank, Nicholson, 
Pouliot, Ross (Middlesex East), Sanderson, Shaw, Sissons. 


In attendance: In addition to those mentioned at the morning sitting, Mr. 
P. T. Coolican, Assistant Deputy Postmaster General; and Mr. Geo. Herring, 
Superintendent of Air and Land Services, Post Office Department. 
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The Committee resumed consideration of the Annual Report of Trans- 
Canada Air Lines. : 


Messrs. Coolican and Herring supplied the Committee with certain data 
concerning Air mail services and on the completion of their evidence the 
Chairman expressed the gratitude of the Committee for their valuable help. 


Further discussion took place, Messrs. D. B. Colyer, W. F. English and 
T. H. Cooper answering most of the questions. 


On motion of Mr. Donnelly, the Annual Report of Trans-Canada Air 
Lines was adopted. 


The Committee then passed to the consideration of the Annual Report of 
the Canadian National Railways System for the year ended 31st December 1940. 


Mr. S. J. Hungerford, Chairman of the Board of Directors and President, 
read a statement to the Committee, as supplementing the Annual Report. 


Mr. D. M. Armstrong, Assistant Chief, Bureau of Research and Develop- 
ment, Canadian National Railways System, followed by commencing to read 
the Annual Report. At the hour of adjournment Mr. Armstrong was still dealing 
with the Report. 


At 5.55 o’clock p.m., on motion of Mr. McCulloch, the Committee adjourn- 
ed to meet again at 8.30 o’clock p.m. this day. 


The Committee met again at 8.30 o’clock p.m. Mr. P. J. Howden, the 
Chairman, presiding. 


Members present: Messrs. Donnelly, Emmerson, Gray, Hanson (Skeena), 
Hazen, Howden, Jackman, McCulloch, Maybank, Nicholson, Parent, Pouliot, 
Ross (Middlesex East), Sanderson, Shaw, Sissons. 


In attendance: The same officials named as attending during the proceedings 
_of the morning sitting. 


The Committee resumed consideration of the Annual Report of the Cana- 
dian National Railways System. 


Mr. Armstrong continued the presentation and he was joined in the general 
discussion by Mr. 8. J. Hungerford, Mr. Vaughan and Mr. Cooper. At the hour 
of adjournment the Report was still under study. 


At 10.20 o’clock p.m., on motion of Mr. Jackman, the Committee adjourned 
to meet again on Wednesday, May 21st., at 10.30 a.m. 


ANTOINE CHASSE 
Clerk of the Committee. 


MINUTES OF EVIDENCE 


House oF Commons, Room 277, 
May 20, 1941. 


The Standing Committee on Railways and Shipping met at 11 am. The 
Chairman, Mr. J. P. Howden, presided. 


The Cuatrman: Gentlemen, if you will come to order we will proceed. 
I think, owing to the fact that we are pretty well on in the session and we 
have a good deal to cover, we will dispense with any preliminary remarks 
this morning. If anybody here has a motion to present it would be in order 
to receive it now. 

Mr. DonnELLY: In order to expedite matters and so that we will have 
no trouble in getting a quorum probably it would be well to have a motion 
asking that the quorum be reduced from twelve to eight. I therefore move 
that the quorum be reduced from twelve to eight. 


Mr. McCuuuocu: I second it. 


Motion agreed to. 


Mr. DonneELLy: I would also move, Mr. Chairman, that the committee be 
empowered to print from day to day 500 copies in Enghsh and 200 copies in 
French of the minutes and proceedings. 

Mr. Emmerson: I second it. 


Motion agreed to. 


Mr. Donnetity: Mr. Chairman, as we are getting on to the end of the 
session and as we may have difficulty in finding time to carry on the work we 
have to do I think it would be well if we had a motion authorizing the committee 
to sit when the house is in session. Therefore I make that motion. 

Mr. Hanson: I second the motion, 


Motion agreed to. 


Mr. JAcKMAN: I hope that you will not let it conflict too much with the 
sittings of the house. It might be better if we started at 10 o’clock and have 
a full morning rather than take too long a time in the afternoon. 

The CuarrMANn: I think perhaps it is up to the members to decide. The 
officials are all here and have been here for some time. Is that merely a 
suggestion, Mr. Jackman, or do you want to make it in the form of a motion? 

Mr. BercovitcH: I think 11 o’clock is early enough. 

Mr. Locxuart: There are a number of committees sitting. I think the 
suggestion is very good. You have cut down the quorum now. There are 
some members of this committee on other committees, and therefore it seems 
to me some consideration at least should be given to the suggestion, by the 
chairman himself, in calling the meetings. 

The Cuarrman: I do not think you can leave it to the chairman. I think 
it is a recognized principle to call these meetings at 11 o'clock "li ithas athe 
desire of this committee to meet at 10 o’clock someone will have to make a 
motion to that effect. 
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Mr. JACKMAN: Suppose we split the difference. I would move an amend- 
ment that the committee sit at 10.30 rather than 11 o’clock. 


Mr. NicHouson: I second it. 
Motion agreed to. 


The CHatrMANn: Now, gentlemen, before we proceed with the deliberations 
of the committee I think probably it would be desirable for the president of 
the Canadian National Railways system to present his assistant officials here 
so that we might have some idea of the name of the gentleman who may be 
speaking from time to time. It will only take a short time, and I will now ask 
Mr. Hungerford to introduce the gentlemen. 


(Mr. Hungerford introduces officials of the Canadian National Rail- 
ways to the meeting.) 


Mr. Huncerrorp: Mr. Chairman, we have really three reports before us, 
that of the Canadian National Railways, the Canadian National (West Indies) 
Steamships, Limited, and the Trans-Canada Air Lines. It would be a matter 
of convenience to the officers if in this instance we could deal with the steam- 
ship or air lines first. 

The CuatrMaANn: Is there any discussion on the matter or shall we adopt 
that procedure, gentlemen? The suggestion is made in order to expedite the 
work of the committee and for the convenience of the officials of the railway. 
If there is no objection then we will proceed with the consideration of the 
annual report of the Canadian National Steamship Lines Limited. It is 
customary to have it read. Would you like to have it read as usual? That is 
really the quickest way to deal with it. 

Mr. ARMSTRONG: | 


ANNUAL REPORT 
MontreaL, 19th March, 1941. | 
The Honourable P. J. A. Carpin, K.c., M.P 


Minister of Transport, 
Ottawa. 


7; 


SIR, 

On behalf of the Directors, I. beg to submit the Annual Report of Canadian 
National (West Indies) Steamships, Limited, for the year ended 31st December, 
1940. 

It is pleasing to be able to report that the company again had a satisfactory 
year, notwithstanding the difficulties of operating under wartime conditions, 

The comparative operating results are as follows: 

1940 1939 Increase Per Cent 
Operating revenues.. $5,750,841 42 $4,642,306 28 $1,108,035 14 23°87 
Operating expenses... 4,545,306 51 4,018,446 85 326,859 66 13-1] 


Operating profit.... $1,205,034 91 $ 623,859 43 $ 581,175 48 


Operating revenues increased during the year $1,108,035. Freight revenue 
Increased $1,550,703; passenger revenue decreased $502,449; miscellaneous 
revenue increased $59,781. There was a substantial increase in both export and 
Import tonnage, which is reflected in the increase in freight revenue. Passenger 
revenue continued to be adversely affected by the war. 
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Operating expenses increased $526,860, brought about by the increased 
costs of operating under war conditions and the additional tonnage handled. 
The increased expense was 13-11 per cent as compared with an increase of 
23-87 per cent in revenue. 

After providing for bond interest, but before depreciation and interest on 
Government advances, there was available $666,101.57, which will be paid to the 
Government as interest on advances (current and arrears). The corresponding 
figure in 1939 was $153,859.43. 

The vessels of the fleet were operated during the year without serious 
casualty and have been maintained in a high state of efficiency. 

The Directors again take the opportunity of expressing their appreciation 
of the loyal and efficient services rendered by the company’s officers and 
employees, particularly under the stress of wartime conditions. 


For the Directors, 


S. J. HUNGERFORD, 
President. 


The CuHairMAN; Is there any discussion? 

Mr. LockHart: Have any steamships been taken from the company? Has 
the use of any of these steamships been taken from the company and used 
specially for war purposes? 

Mr. Vaucuan: I do not know how much of this ought to go on the record, 
because our boats, so far as movements are concerned, are governed by instruc- 
tions from the admiralty. -One boat has been taken. I do not think it is 
desirable to place this on the record, but one boat has been requisitioned by the 
British admiralty. 

Mr. Locxuart: Just one? 

Mr. VAUGHAN: Just one so far. 

The Cyarrman: I think it would be well to remember the suggestion that 
has been thrown out. The operation of these lines is subject to the admiralty 
and possibly it would be as well if some facts were not asked for. 

Mr. Lockuart: Not to be asked for? 

The Cuarrman: Not to be answered, if you like. 

Mr. Locxuart: The suggestion is quite in order, but 1 do not agree with the 
suggestion that. these questions should not be asked. You mention an amount 
here of $666,101.57, which will be paid to the government as interest on advances 
(current and arrears). What is the total amount of arrears outstanding prior 
to the presentation of the report? 

Mr. Coorer: On December 31, 1940, the total interest arrears amounted 
to $1,870,726. That is shown on the balance sheet on page 7. 

The CHAIRMAN: We will go through the balance sheet, of course. 

Mr. Lockuart: What amount has been paid on the arrears of $666,000, etc.? 

Mr. Coorrr: $1,870,000 owing is after paying $666,000. 

The CHamMan: Shall we proceed? Do you want to go through the balance 
sheet? Shall we have it read? It has been usual in the past to have it read. 

Mr. Hanson: I think it is a good thing to have it in the record. 

Mr. Armsrronc: Pages 6 and 7 are the consolidated balance sheet as of 
December 31, 1940. Shall we read these items? 

The CuarrMANn: I think you might as well. 
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CONSOLIDATED 
AT DECEMBER. 
ASSETS 
Investments: 
Vessel ei aN ci. share so eee ni oe ee Weare Ota we cia $ 10,969,329 06 
Planttand- Hquipmient- ck ih Ane. een eo ea 8,274 78 
Office; Furniture sand (Fixtures). eeu ee ee ee 18,062 45 
OT $ 10,995,666 29 
Current Assets: 
Cash*an) Bani lee iirc hese ae ere en) ae aoe $1,104,189 50 
Special Deposithuyaus te cuca eee 2,821 50 
ee $ 1,107,011 00 
Accounts | Recervable eee 26 te siaen ae ie ee ae me ea eae 399,965 74 — 
A Sentai iii oer ane eee ee ee eae ne sr ee 315,261 10 
Inventories of Stores and Supplies ................ 26,384 64 
Advances to Captains, Crews and Agents .......... 12,728 29 
Amount due from Canadian National Railways 
Joint.\ Instrance” Miami wake ee a he sees ene 5,983 21 
$ 1,866,733 98 
Insurance’ Kurds oe eee tine oe ka on ate on een asa bees actual ctor hee al Ree 1,948,994 00 
Diseount on (| BundedliDebt i akedee te ces eae eae tee tw cate Lar ae neat eas 43,838 87 
Discountvom :Gapitaly Stock wii ue eae Senn ce re ee eae a dai gear we ae 40,000 00 


$ 14,895,233 14 
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BALANCE SHEET 


31st. 1940 
LIABILITIES 
Capital Stock: 
Authorized and issued 400 Shares of $100.00 each ...........--.---0ee $ 40,000 00 
Funded Debt: . 
25 Year 5% Dominion of Canada Guaranteed Gold Bonds due in 1955.. 9,400,000 00 
Dominion of Canada Account: 
Notes Payable Secured by Mortgages on Vessels.... $ 933,071 83 
Advances: 
Capita liar wale than eis stapes + aps $ 713,619 23 
Working (Capital Great 0 cesta nda is 450,000 00 
TG TECTER Oe arate ae a Gal a latet w 5,059,960 94 
FG, 22a our Ly 
Interest wicerweds UHpatd ti). basis | eo hep as hte Sits 1,870,726 20 
$$ $ 9,027,378 20 
Current Liabilities: 
Wom inioneols Walaa ease Cece pects oe dig ee ee ale gums $ 666,101 57 
Canadian Government Merchant Marine, Limited 
(old) account) (pels See ogee ie aaa gael > 10,543 19 
Ackowuntss Paya le po avers lei eet al) Vidco gis ae om ari 320,068 44 
Interest. Matured Unpaid: 2. 23 22% sso. cea de e's 2,821 50 
Unmatured Interest Accrued ...2.....-.02 eee eee es 156.666 67 
Passage Money paid in Advance ......-...--+++++--- Tit th: 62 
Pree close UN PAG: wedkie ute wee a als Bete wig visite thsigteve's 86,947 18 
3 1,320,920 17 
EGU ATIC®  TVESOT VC w sic. 5 [ele nism <ldvacm Nes oe wins 1 ely ass pre ch eager Gr RS AAD A Re on 1,948 994 00 
Mies Wisted, CLedita cue wei oe te Ui igetate® ae hlbeeeng Sa We So tle ks onste 37,233 34 
Uncompleted Voyages—Suspense ......... 5s eee eee eee ee teeta 84,917 70 
RCC ed EDT ECLA TLON Yo site « ace Pale, oe acne epee ear gene pene ee ae aia eels rie Slant Bogs 3,719,788 60 
TTC as, SICA GW POA DREAM OBER CUA N eM Meee aoa. 10,683,998 87 


Profit and Loss 


$ 14,895,233 14 


CONTINGENT LIABILITY—No contingent reserve 
is accrued for pensions.. Pension payments are charged 
currently to operating expenses. 


ett | COOPER, 
Comptroller. 


CERTIFICATE OF AUDITORS 


We have examined the books and records of the Canadian National (West Indies) 
Steamships, Limited and Subsidiary Companies for the year ended the 31st. December, 1940. 


We certify that, in our opinion, the above Consolidated Balance Sheet is properly 
drawn up so as to exhibit a true and correct view of the affairs of the Steamships as at the 
3lst December, 1940 and that the relative Income and Profit and Loss Accounts for the 
year ended the 3lst December, 1940 are correctly stated. 


18th March, 1941. 


GEORGE A. TOUCHE & CO., 
Chartered Accountants. 
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Mr. Bercovircu: What is that “special deposits, $2,821.507’? 

Mr, Cooper: The amount in the bank to pay bond coupons. 

Mr. Bercovircu: They have not been paid? 

Mr. Cooper: Not presented; they are overdue. You see them on the opposite 
side of the balance sheet as “interest matured unpaid, $2,821.50,” and a cor- 
responding amount is in the bank to meet these coupons as and when they are 
presented. 

Mr. Lockuart: What is meant by the item “agents, $315,261.10’? 

Mr. Cooper: Representatives in the various ports such as Halifax, Bermuda 
and the islands. 

Mr. Locxuanrt: Is it equipment at the ports? 

Mr. Cooper: Not equipment, no. We have agents at the different ports and 
these are the amounts outstanding in the agency account. 

Mr. Bercovircu: The amount the agents have on hand? 

Mr. Coorrr: Yes, due by the agent to the company. 

Mr. Ross: It is much larger than it was in 1939. 

Mr. Cooper: Bigger business, for one thing. 

Mr, JAcKMAN: Are these agents employees of the company or independent? 
Mr. Cooper: In some cases they are employees of the company. For 
instance, at Halifax; but at most of the islands they are commission agents. 
Mr. JACKMAN: There is no credit risk particularly in connection with them? 
Mr. Cooper: I do not think so. 

Mr. Bercovitcu: That insurance, $1,948,994.00 is made up by salaries of 

the employees, contributions by the employees? 

Mr. ArmstronG: No, that is the insurance fund not the pension fund. 

Mr. Brrcovircu: Insurance by whom, the Canadian Steamship Company? 
Mr. Armstrone: It is the insurance fund of the Canadian National. 

Mr. Cooprr: The Canadian National charges itself with premiums for 
insurance which go into this fund. 

Mr. Ross: They have increased by about $400,000. 

Mr. Coormr: We have been paying in more insurance on account of war. 


risk. 

Mr. Hazen: How many vessels have you valued at $10,000? 

Mr. VaucHan: It is shown on page 10, eleven vessels. 

Mr. JAcKMAN: You do not carry special war risk insurance at the present 
time? 

Mr. Coorrr: We charge ourselves or our operations with war risk insurance 
through our own self insurance fund. 

Mr, Donneuiy: How much have you raised? 

Mr. Cooper: We charge ourselves at the going war risk rate. It changes 
from quarter to quarter. At the present time I think it is two per cent. 

The Cuatrman: Gentlemen, I might suggest it is a little difficult to hear. This 
is a big room and everybody wants to hear, and I would therefore suggest that 
you speak louder. 

Mr, JACKMAN: Have you had any claims against that fund because of 
the war? 

Mr. Coorrr: No, sir, no war risk claims. 

Mr. JACKMAN: That accounts, I suppose, for the rather favourable working 
capital position at the present time? 
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Mr. Cooper: Yes, sir. We had no claims for war risk in 1940, which, of 
course, was very fortunate. 

Mr. Ross: May we hope that 1941 will be as fortunate. 

Mr. Hanson: You have had none in 1941 either? 

Mr. Coorrer: No, not war risk. , 

Mr. JAcKMAN: I understand you have more working capital than you 
actually require unless you have a big claim upon it for replacement or something. 

Mr. Cooprr: Yes, I think that is the possibility Mr. Jackman. 

Mr. JAcKMAN: You are not increasing the fleet at all at the present time 
and have not since the war? You have no intention of increasing the fleet 
just now? 

Mr. VaucHan: I think it will probably decrease because confidentially 
some of our boats are likely to be taken from us. | 

Mr. JAcKMAN: Do not answer this question if it is not proper. Are the 
railway operating the same lines that they had prior to the war with the 
exception— 

Mr. VaucHaN: Yes, these are all the routes covered by the Canada-West 
Indies agreement. These boats are all operating on regular schedules so far as 
we can keep them regular on these routes. 

Mr. JAcKMAN: Are the boats fully occupied witn the bottoms pretty well 
filled both ways on the old lines? 

Mr. Vaucuan: Yes, they are doing pretty well. There is more general 
merchandise going from Canada to the West Indies now because the British 
trade is shut off to a large extent and traffic likely to be increased rather than 
decreased. 

Mr, JAcKMAN: It may be said then that the most effective use possible, in 
view of the war emergency, is being made of this fleet at the present time? 

Mr. VaucHaAn: I think so, undoubtedly. 

Mr. JAcKMAN: Mr. Chairman, is there any necessary connection between 
the deficit of $5,059,960.94 and the profit and loss deficit of $10,683,998.87? 
How does the deficit of five million odd occur? What is the history of that 
account? 

; Mr. Cooper: The deficit of $10,683,000 is made up of accrued depreciation 

$3,719,000; interest unpaid due the government $1,870,000, and the actual 
cash deficits incurred in operation, $5,059,000, which cash deficits are being 
advanced by the government. 

Mr. Jackman: The profit and loss deficit is the accretion from year to 
year of the losses sustained by the line. Just what is the nature of that deficit 
of $5,059,960.94? 

Mr. Coorer: That is the amount of the deficit for which we have had to 
borrow in cash from the government. To that you must add accrued depreciation 
which, so far as we are concerned, is not a cash item; it is a book-keeping 
entry, but it is chargeable to the P & L account. It is not borrowed from 
the government. In addition you have the interest due the government which 
again is not a cash item. You have the one cash item of five million, the 
accrued depreciation, which is a book-keeping item of $3,719,788.60, and the 
accrued interest, which is a book-keeping item, of $1,870,726.20. Those 
together make up the book deficit. 

Mr. Jackman: In other words the five million deficit under “Advances” 
goes to make up part of the Profit and Loss deficit? 

Mr. Coorrr: Yes; it represents the portion of the total deficit which has 
been lost in operations and for which we have had to borrow from the govern- 
ment. 
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Mr. Bercovircu: So that really your deficit is five million instead of 
fourteen million? 


Mr. Cooper: The cash deficit, yes, but the book deficit is ten million. 


Mr. Bercovircu: On accrued depreciation did you pay any more this year 
than in former years? 


Mr. Cooper: No; we carried on at the regular rate—3 per cent. 
Mr. Ross: Depreciation is less in 1940 than it was in 1939? 
Mr. Coorpr: On the balance sheet? 

Mr. Ross: Yes. 


Mr. Cooper: No; in 1939 the depreciation was $3,390,000 and at the end 
of 1940 it was $3,719,000. 

Mr. Ross: Yes, quite right. It is less in 1940. 

Mr. Cooprr: No, sir, it is greater. 

Mr. Nicuotson: Have you the corresponding item in 1939 for this five 
million deficit? 

Mr. Cooper: The cash deficit at the end of 1940 is similar to that at the 
end of 1939, because we did not have any deficit in 1940; we had a surplus, and 
the surplus we paid over to the government. 


Mr. Nicuoutson: The item has not changed. 

Mr. Cooper: There has been a refund to the government every year since 
1936. 

Mr. Ross: As I read the report the accrued depreciation in 1939 was 
$3,390,000, and in 1940 it was $3,719,000. I claim it is less in 1940 than in 
1939. I may have the figures mixed, but apparently not. 

Mr. Coorer: $3,700,000 is greater than $3,300,000. 

Mr. Ross: Oh, yes, that is quite right. 

Mr. Hazen: For how many years has this deficit been accumulating? 

Mr. Cooper: It goes back to the beginning of the service which was in 
1929. In the first year it was $862,000. There is a series of red figures up 
to the end of 1935; then we began to make operating profits. In 1936 the 
figure was $87,000; in 1937 it was up $188,000; in 1938 it was $276,000; in 1939 
it was $153,000, and in 1940—$666,000. 

Mr. McCuuuocu: It does not take long to clear it off, 

Mr. Cooper: The trouble is we have these big arrears of interest which 
we have to discharge before we can even think of paying back the advances 
for the deficit. 


Mr. Nicnotson: What was the profit and loss deficit as at 31st December, 


yee AS tase kd 


Mr. Cooper: The book deficit was $10,671,264. 


The CuHamrman: Are there any further questions? If not, will you. please 
proceed, Mr. Armstrong? 


CONSOLIDATED PROFIT AND LOSS ACCOUNT 
AT 31st DecemBer, 1940. 


Balance .at_ 31st’ December, '1939-—Deficit 2.4... let nee $10,671,264 89 
Loss as per Income Account, year 1940. +........-e002-2.... 12,733 98 


Balance at 3lst December, 1940—Deficit................... $10,683,998 87 
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CONSOLIDATED INCOME ACCOUNT 


Year Year 
Operating Revenue: 1940 1939 
RUT TEEL RAH AS hi bi se ale uh ER a o's tl ah $4,854,623 81 $3.303,920 51 
PAsserre VS Ave he Rie nent PR ee ET ae p 565,269 13 1,067,718 55 
Baggage, Express and Miscellaneous.... 85,443 52 66,899 79 
PURI UEP ES SG wits rarer c Sic NRA Ny pe sare a ig 201,564 96 203,767 43 
12D ACPO TU Ars ss Lee Mr AD ear, AB BAD MN pr) Eh eee aia a 
PE Ose Lute sc. he we an pie Ue LeU MR RA SUNT SON $5,750,341 42 $4,642,306 28 
Operating Expenses: 
Cosedie Vic vate sean wed cane ten ay he $4,422,651 63 $3,856,918 01 
Sea Vien Wee tL DER ON a Mya el es ae Ly gh GY ENA AN 15,763 99 
Management and Office Salaries........ 88,974 81 82,933 33 
Rentanday tax ege Pyare serge ute alia’ .c:ided 9,466 94 9,466 97 
Office Supplies and Expenses........... 22295503. 22.1319 
AU VGPR IST Miter t patty Get Lor arhala al el ehc ta ts nae aks 3,579 00 32,987 86 
Interest and aschamgey Wa) cosine 1,660 90 1,754 50 
Oh a yes je Na ae RR gat $4,545,306 51 $4,018,446 85 
OMERATIAG | TUITE aru deo aieki ine 79.04% 86.50% 
Opera tinea rouge ny wae he ctr s miei ee $1,205,034 91 $ 623,859 43 
Interest. on Bonds held by Public.,........ 470,000 00 470,000 00 
Hxchanee OTe Our PUM ee etme dak ye GBLIBO VRE eur en My eRe 
$ 666,101 57 $ 153,859 43 
Other Charges: 
Amortigation of? DiscOunbss iiss. sighs. $ 3,094 44 $ 3,094 44 
Interest due Government.............. 346,661 24 346,365 75 
Depreciation, om, Vessels yeas t.n arent vies 329,079 87 328,828 73 
Net )Income——Deficits.0 0. Ui Cas Pate. SNS 78S 98 $ 524,429 49 


Mr. BercovirtcH: What is this charter revenue? 
Mr. Coorer: That is a boat that was requisitioned. 


Mr. Trakie: That was the vessel which was requisitioned by the British 


admiralty. 


Mr. Hazen: Is that for a period of years? 
_ Mr. Vaucuan: They took the boat in October. 


December, 1931. 


Mr. Hazen: That figure of $43,440 represents one month? . 
Mr. VaucHAN: It represents about two months and a half, I think. 


Mr.* Hazen: 
the duration of the war 


Mr. VaucHan: We expect so. 
Mr. Hazen: 


What does that come to per year? 


And they are paying about $20,000 a month? 


That is from October to 


Did they take it for 


Mr. VaucHan: They are paying the usual fee which is paid by the British 
‘government to all vessel owners, which is on a regular basis. 

Mr. Hazen: Is that on a tonnage basis? 

Mr. Vaucuan: Yes, it is on a tonnage basis; also based on charges for 
interest, depreciation, administration, and so on. 


Mr. Ross: In the 1939 report, Mr. Chairman, there are “other revenues” 
amounting to $15,000, but there is nothing included in the 1940 report. In the 
1940 report the operating revenue was $15,397. In 1938 it was $20,000, but 
I do not see the item included in the operating revenue of the 1940 report. 
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Mr. Cooper: There has been a little redistribution there, but if you 
notice the total revenue shown in the 1940 report for the year 1939 is $4,642,- 
306.28. That is the same figure as was reported in 1939. We have taken some 
of the accounts which were included in passenger revenue and other revenues 
and for better comparison have included in those years baggage, express and 
miscellaneous. 


Mr. Ross: Yes, I see. 

Mr. BrrcovircH: What are those subsidies? 

Mr. Coorer: They are the payments by the West Indian Islands under the 
trade agreement. They amount to forty-five thousand five hundred pounds a 
year. 

Mr. BercovitcH: Paid by the West Indian government? 


Mr. Cooper: Bermuda, Jamaica, the Leeward Islands, the Windward 
Islands, Barbados, Trinidad, the Bahamas and British Honduras. 


Mr. Povutior: What is the total staff in Montreal? 

Mr. VaucHAN: The total staff in Montreal is 65. | 

Mr. Pourror: How many bilingual employees have you, meaning by that 
those speaking a language other than English, either Spanish or French? 

Mr. VaucHan: I could not tell you that. 


Mr. Povunior: You know that there are very few who are bilingual on the 
staff. I do not know that there is even one. 
Mr. VaucHan: Oh, yes 
Mr. Pouuior: If there is one, there are not two. 
Mr. VaucHan: There are a number— 
Mr. Poutior: You know that there are very few. I know that very well. 
For many years there were only two who could speak French as well as English, 
and only one of them could speak Spanish and write it. You have some trade 
with people speaking Spanish? 

Mr. VaucHAN: Yes, we have. 

Mr. Pounsor: And it is urgent to have somebody who is familiar with 
the language. 


Mr. VaucHan: We have those who can speak well enough to get along. 
We never find ourselves under any handicap on account of the language. I 
think we have more French-Canadians than you have been informed of. 


Mr. Pouttor: Could you give us precise data regarding that? 

Mr. VaucHAN: We will be glad to. ‘ 

Mr. Pourior: With regard to the Quebec office, who is in charge? 
Mr. VaucHan: Mr. Trueman is in charge. 


Mr, Teakie: We have a young man there named Lonergan who speaks 
French. 


Mr. Pountor: Yes, but the manager himself does not speak French. 
Mr. TEAKLE: We do not have any difficulty there, 


Mr. Pountior: No, but you do not make.progress. All the business is 
neglected on that account. It is impossible for one to talk with the manager 
except through an interpreter who is a young lad. In Quebec city it is tough. 


Mr. Trak.e: I do not quite see the point, because our business in Quebec 
has been increasing. 


Mr. Povnior: If you do not see it you are the only one; everybody in the 
room sees it. 


Mr. Teaxie: I happened to be a clerk there myself. 
Mr. Poutior: Have you anyone in Montreal who speaks French? 


{ 
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Mr. Teakie: I think our assistant freight traffic manager, Mr. Gauthier, 
is a French-Canadian, and we also have two other boys who speak French, 
Belanger and Pilon. 

Mr. Pouutor: How old are they? 

Mr. TEAKLE: I suppose they are lads of 23 or 24 years of age. There are 
others who can speak French.: We have no difficulty there. A good many of 
us can read French, but we may be a little nervous about the proper pronuncia- 
tion. 

Mr. Poutior: Parisian French. We call it Parisian French when it is 
no good. 

Mr. TraKkue: Perhaps it might be of interest to you if I told you that my 
oldest son completed his education in Paris and he teaches French in the High 
School in Montreal. 

Mr. Povuuior: I congratulate you. 

Mr. ARMSTRONG: Page 10 shows a list of the fleet, as well as the gross and. 
deadweight tonnages at the end of the year. 


FLEET AS AT 3lst DECEMBER, 1940 


Gross Deadweight 

Tonnage Tonnage 
Pia yt Lora eae: eas the Rare AM A RAT OUT, ALR SKN op Sich Aalto 7,985 6,370 
Mae y) EVM LIOS 2 Or ts 6 ere le nla ch oh Go See Aste goo de hela boas 7,989 6,370 
Pia AWOUN CISOTUD tye hipaa ek eat ia ine eter onyas steele k Hy tet gk fue 7,970 6,370 
BAY a GY ene ae ahd ners ed dL Ras Ec ynik a dhe 'e Braces tp & Rows sah 8,194 4,665 
Weed Viner RG hte ts co sip, aie Th cM Me pani corel site as vis ms ghesaee ae 8,194 4,665 
GLP al Woven at igure har cars PIR heh Wapet IEE Rt ie eh Rte SUPA met eee ii Ang era 3,708 2,950 
AGAVE Aa myscitgvi hes ea MMe stir A Neptaee cp tvclia ate leh alena deel chk s (tea ae 3,663 2,950 
CREOTILG DEALERS: isl citer Monat tys cata cD aI OU RA eA ire ZL, cc aime abet es. GP) 6,136 8,600 
GOP ORIG akg S et ING ats sls whSnacoan athe RI a Raa) ahi Slat va eae oe 6,230 8,650 
WG gaTiy a HY EES PRLS eee] Re Prete Fe So teat Ps 3) io =e eR sera ts Cutts 5,458 8,390 
ME OMMOCTOL Laiies o Ao ro Oks « RO NTR Ect gh cay aba Ne os 1,789 2,781 

67,316 62,761 


Mr. Pountior: What is the freight? Is it bananas or fruit and so on; what 


type of tonnage is that? 


Mr. VaucHan: It is quite a lengthy statement. We shall be glad to 
produce it. 

Mr. Hazen: There is a big decrease in the account for advertising; is that 
on account of the war? 

Mr. Vaucuan: There are very few passengers travelling now, and there is 
not much use in advertising for them. There is a small advertising account 
because we have to advertise freight sailings and passenger sailings for the con- 
venience of the public. 

Mr. Hazen: Has there been any increase in passenger sailings from Canada 
to the West Indies on account of the exchange difficulties with the United States 
and the fact that people have to get passports? 

Mr. Vaucuan: No, I would not say so. Of course, our passenger business: 
is very much less than it was before the war, but I think our passenger business 
last year increased a little. There is more inter-island business because there 
are not the English boats, due to the war. We have carried some troops to 
the various islands for the Canadian government, but there are not very many 
people travelling down there for pleasure at the present time. 

_ Mr. Hazen: There are a good many Canadians who might want to go 
to Florida and other places in the United States in the winter time, at least 
they should not go there if they do, but they probably would like to go away 
somewhere; is there any possibility of developing that service to the West. 
Indies? 
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Mr. VaucHAN: There are a few people who go to Bermuda and Nassau, 
but not very many. 

Mr. Pouttor: Would the committee be agreeable to have a detailed state- 
ment on freight published as an appendix to this report? 

The CuatrrMan: It is a matter for the committee. 

Mr. Teaxte: Might I say that if this request is to be granted by the com- 
mittee I would ask that it be kept private because we are giving away to our 
competitors what we are doing, and I do not think we should do that. 

Mr. Pountior: That is all right. 

Mr. Hazen: In 1940-41 the dominion government advanced $21,000 to the 
Canadian National Steamships Limited payable on demand as shown on page 
51 of the estimates. Where is that shown in the statement here that we have? 

Mr. Ross: What is the amount? 

Mr. Hazen: $21,000. 

Mr. Coorrr: The item of $21,000 was a provision in the estimates, but no 
sum was drawn down under the appropriation; it was voted but not used. 

Mr. Hazen: You did not need it? 

Mr. Cooprr: No, sir. 

Mr. JAcKMAN: At the moment under the West Indies agreement are you 
allowed to raise your rates during this time, or are they frozen? 

Mr. Cooprr: I am sorry, I did not: hear you. 


Mr. JACKMAN: Have you been able to raise your freight rates during the 
last year or two, or are you bound to a certain schedule? 


Mr. VaucHan: We cannot raise our freight rates without the approval 
of the Department of Trade and Commerce at Ottawa. There has been one 
increase in freight rates since 1939. 

Mr. JACKMAN: The rate is probably not as high as it would be if you were 
free of the agreement? 

Mr. VaucHan: We could get higher rates than we are asking to-day if we 
set out to get them, I think. , 


Mr. JAcKMAN: I am still a little concerned to know whether or not these 
boats could be used on trans-Atlantic voyages rather than on the old route? 
Is there anything in the agreement which cannot be amended by a waiver or on 
the part of our government and the West Indies government? 


Mr. VaucHan: They are getting full cargoes both ways. They are largely 
engaged coming north at the present time under an arrangement with the sugar 
controller, and the sugar controller is having the greatest difficulty in getting 
tonnage to bring sugar north as it is, and he could not bring in the requirements 
of Canadian sugar if it were not for those boats. 


Mr. JAcKMAN: If I recall correctly, a good many of the lake boats have 
been taken for trans-Atlantic work, and I was wondering whether or not one 
boat from this service would be a fair sacrifice, shall we call it, for the more 
dangerous voyages? 


Mr. VaucHuan: These boats are all subject to call by the shipping con- 
troller at Ottawa. We sent the Cornwallis to the U.K. last winter. 


Mr. Suaw: We note that the exchange on United States funds in 1940 
was in excess of $68,000 without any corresponding item in 1939. What is the 
explanation? ; 


Mr. Cooper: The answer to that is that our interest was paid on the Ist 
October, 1939, it was paid before the United States exchange went to a 
premium. 


Mr. Pouuior: Will you be kind enough to tell me what is the eastern 
service and what is the western service? 


> 
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Mr. Armstrona: Those are shown on page 11, I think. 

Mr. Pouuior: It is not described as the eastern and the western service. 

Mr. Armstrona: The western service is shown first and the eastern service 
is shown second. 

Mr. Povuior: From Halifax to Saint John? 

Mr. Armstrona: The list of the fleet, five Lady boats and six freighters are 
shown at the top of page 10. ‘‘Assignment of the fleet during 1940.” The 
table shows eastern passenger and freight 3 vessels, eastern freight 3 vessels, 
western passenger and freight 2 vessels, western freight 2 vessels, Kingston, 
Jamaica and Belize, British Honduras 1 vessel, a total of 11 vessels. “Voyages 
completed during the year 1940.” Eastern passenger and freight 26, eastern 
freight 23, western passenger and freight 22, western freight 26, Kingston— 
Belize 25, a total of 122 voyages. 

Mr. Pouuior: I do not know yet what is the eastern service and what is 
the western service. 

Mr. TEAKLE: The eastern service is designated as such so as to separate 
the one from the other. On page 11 it is the service from Halifax—it is the 
three Lady boats—and from Montreal. If I might explain it this way: we 
have the five Lady boats; two of the Lady boats hitherto have operated from 
Montreal in the summer and from Halifax in the winter to Bermuda, Nassau 
and Kingston, Jamaica. Supplementary to them are two freight boats which 
operate to Kingston. 

Mr. Povtior: What service do you call that? 

Mr. TEAKLE: The western service. That terminates at Jamaica. The 
eastern service is the one that terminates at Demarara. There are boats 
operating out of Montreal in summer and Halifax and Saint John in winter, 
but they do not touch all the ports as do the three Lady boats. These are 
designated from Halifax and Saint John. In other words, Halifax has a 
definite eastern service of three Lady boats and Montreal has a definite eastern 
service of three freight boats, and the western service goes out of Montreal. 

Mr. Pouuiot: It is an office distinction. 

Mr. Teakup: No, it was so described in the trade agreement of 1925. 

Mr. Pouuriotr: It is the designation which appears in the agreement. 

Mr. Takis: Yes, and geographically the positions are such; the islands 
south of Bermuda are known as the eastern service, the islands west of Bermuda 
are known as the western service. 

Mr. Pounior: Thank you. 

Mr. JackKMAN: May I revert to the liabilities side of the balance sheet 
again. There is the item under deficits, under advances of $5 mullion odd dollars. 
Do you charge interest in the books against that? 

Mr. Coorrer: Yes, 5 per cent. 

Mr. JAcKMAN: I presume it should be funded if possible. It would be 
almost an impossibility to work that off even if you enjoyed remarkable 
prosperity. 

Mr. Cooper: I do not think the company should issue securities for 
operating deficits; I think it should have been contributed by the government 
and written off. i 

Mr. Jackman: Of course, the government will hold the bag no matter 
what we call it, but on the books here it is not a current item, it is an advance 
from the government merely as a bookkeeping claim, I presume, rather than a 
certificate, and it makes the balance sheet look very badly. On the profit and 
loss side the deficit has grown to $10,683,000. You will have interest paid to 
the government on the moneys which have gone to make up that deficit and 
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which have been lost, and part of it is included in the $5 million in the balance 
which has been advanced by the government. This is interest charged in the 
books on that. 


Mr. Cooper: The item of interest includes not only amounts advanced — 
for deficits ‘but also for capital and working capital. You see under Dominion 
of Canada account ‘Notes Payable Secured by Mortgages on Vessels” $938 ,000 ; 
advances for capital $713,000; advances for working capital, $450,000; advances 
for deficits, $5,059,000; and interest is accrued on those different items. The 
amount accrued in 1940 shown in the income statement is $346,000. In the 
first place the interest accrued is set up as a liability and would appear in that 
item at the end of the year amounting to $1,870,000; but during the year we 
earned over and above our cash disbursements $666,000 which we paid off to 
the government and which they applied to reduce our interest. 


Mr, JACKMAN: It can be said that all the money the government has 
advanced to the steamship lines either by way of capital or working capital or 
to cover up the deficits is bearing at least a bookkeeping interest charge? 

Mr. Coorrr: That is so. 

Mr. JAcKMAN: And last year you more than earned your interest and 
turned over the whole surplus that you had available out of earnings to the 
government to cover the current interest on something on back interest? 

Mr. Coopmr: Yes, that is correct. 

The CHAtRMAN: There is an item in the estimates on page 51 in connection 
with this report, No. 416, $20,000. Will you o.k. this item in your committee? 

Mr. NicHotson: Why does this appear if it was not necessary last year? 

Mr. Cooper: It is just.a general contingency item in case something does 
crop up. If we do not need it we do not use it. Last year we had $21,000 and 
did not use it. This year we are asking for $20,000 and we may or may not use 
it. If we need it and there is no appropriation we run into difficulties. 

Mr. Ross: How is that sum of $20,000 arrived at? 

Mr. VaucHan: It is just an arbitrary sum. We do not know what we may 
need; we hope we will not need anything; but somebody may want something 
done on a boat to carry a few passengers—maybe the government may want it 
done—and it may be a capital expenditure. 


Mr. JACKMAN: With a very comfortable working capital I do not know 
why you want to set up $20,000, which is a rather small sum. 


Mr. VaucHAN: We have no authority to make capital expenditures no 
matter how small they may be. 


Mr. JackKMAN: This is not only an authority to make a capital expenditure, 
it is an authority to draw down that amount of money from a source which is 
outside of the operation of the corporation. You do not need it very badly, 
surely? 

Mr. VaucHan: We hope we shall not have to spend it at all, but it is the 
customary procedure that has to be gone through. If we need money for capital 
account it has to be authorized by this committee. 

Mr. JACKMAN: But you are very strong as far as finances are concerned, 
and yet you want this authorization to get $20,000 from the Canadian Treasury, 
1s not that so? 

Mr. Cooper: We are giving the government all the money we can. 

Mr. Donnexiy: If you needed $20,000 for a capital expenditure .could 
you not take it out of revenue? 


Mr. VauGHAN: I do not think our accountant would let us charge up 
anything to operation which should go to capital. 
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Mr. Jackman: If you make any capital expenditure you have to get 
authorization from the government; are you not allowed $5,000? 

Mr. VaucHan: I think there is a small limit. 

Mr. Coorer: Not as far as the government is concerned. We are supposed 
to present a budget to parliament every year which sets out our capital 
requirements. The requirement is stated in the Canadian National-Canadian 
Pacific Act of 1936. The Act does not refer to the West Indies, but it gives a 
general direction as to the control between the government and the railways 
and shipping. What I am saying is that although the Canadian National- 
Canadian Pacific Act does not apply to the steamships we apply its principles 
to all our operations. We are now asked if we could not finance capital 
expenditures, after it is authorized, out of working capital if our working capital 
is sufficient; what we would prefer to do would be, if our working capital is 
more than sufficient for current operations, to make a refund of the surplus and 
‘still draw down our capital expenditures so that the government books as well 
as our own will show directly the investments of the Crown in this service. 

Mr. Jackman: Yes. I can see that it does not make very much difference. 

Mr. Cooprr: No. 

Mr. Jackman: On the other hand, every year you are setting up a certain 
amount for insurance—$1,948,000 at the present time—what do you do with that 
fund if you want to replace a capital ship which is lost or damaged by fire or 
marine casualty; do you have to get authorization to make use of that fund? 

Mr. Coorer: No, we draw on the fund. In 1939 the fund stood at 
$1,500,000; it has increased during the year by $448,000 to $1,948,000; premiums 
during the year, $430,000; income from investments $78,000. We had $58,000 
of losses and $2,400 of administration expense. So $58,000 of losses were taken 
out of the fund in 1940. 

Mr. Jackman: And replace with equivalent assets? 

Mr. Cooper: No, tltese were claims for cargoes. 

Mr. Jackman: Paid to outsiders. 

Mr. Cooper: Yes. Well, and the cost of repairing the ships. There would 
be something for repairs to ships. The arrangement 1s precisely the same as 
if our insurance were carried with outside underwriters; we charge the same 
premiums and make the same claims as if we were dealing with an outside 
underwriter. | 
Mr. Jackman: In regard to this insurance, you insure yourselves too? 

Mr. Cooper: As far as the vessels themselves are concerned: we insure 
against any damage or loss. 

Mr. JackMAN: Damage to yourself. 

Mr. Coorer: To the ships. In addition, of course, the shippers carry 
their own insurance on the cargoes, but in certain events the owner—that is the 
ship owner—is responsible if negligence can be shown, and we insure against that 
hazard. 

Mr. Jackman: The $78,000 you have from investment in that fund, where 
is that included in the assets side—the $78,000 income from investment must 
represent a figure of a million and a half or so? 

Mr. Coopgr: It is included in the figure of $1,948,000. 

Mr. Jackman: What type of security are these investments? 

Mr. Coorrer: They are mostly direct government obligations or obligations 
guaranteed by the government. Broadly speaking that is how that fund 1s 
mmvested. There will be some provincial, I think, and a few municipal bonds; 
but it is very well invested. It is invested jointly with the insurance fund of 
the Canadian National Railways. 
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Mr. JACKMAN: Inasmuch as you are paying to the government five per 
cent interest on advances from the government—you are probably not realizing 
that much on investments in this fund—why is it not possible to use that money 
to repay advances to the government? At the same time we must bear in 
mind you may have a call on that, if you lost a ship. Is there any way of 
saving a differential between 3, 34 and 4 per cent that you perhaps may earn 
on the investment and the 5 per cent you are paying to the government in 
advances? Is there not a possible saving there? 

Mr. Cooper: It would destroy the insurance fund. 

Mr. JAckMAN: It does violate the integrity of the fund to some extent— 

Mr. Bercovircu: To a considerable extent. 

Mr. JACKMAN: At the same time this whole company is so bound up with 
the government I should think it might work in favour of the company to 
repay the 5 per cent loan in place of receiving 4 per cent ‘on the retention 
of the fund. 

Mr. Cooper: I don’t think the government is justified in charging us 5 
per cent in the first place. 

Mr. JACKMAN: But it does. 

Mr. Cooper: But it does. 

The CuamrMan: Shall the item carry? 

Mr. LockHart: No. 

Mr. Coorrr: There is no great harm, as I see it, with regard to these items 
between the government and the company. We give the government all the 
money we can earn; we cannot do any better than that. If you agree with 
the principle of self insurance you cannot begin to use the fund to pay your 
interest account. 


Mr. Pouxior: This is what strikes me: the interest due the government 
is $346,000. You have a deficit of $12,700 and yow ask for $20,000. Well, 
now, you pay the government $326,000— 

Mr. Coorrr: No, we paid them $666,000. 

Mr. Poutior: Yes. That is all right. There has been a deficit fund 
since the start? 

Mr. Cooper: Yes. 

Mr. Povuutor: You pay interest on that? 

Mr. Cooper: Yes. 

Mr. Poutior: Besides the interest on bonds? 

Mr. Cooper: Yes. 

Mr. Pouttor: These are two different matters. 

Mr. Cooper: Yes. 

Mr. Pourtor: Did the Canadian National Steamships approach the gvovern- 
ment for reduction of interest on advances, if not on bonds? I understand 
it is very difficult for you to ask for a reduction on bonds. They are in the 
hands of third parties, but as to the accumulated deficit, did the company 
approach the government for a reduction of interest that would prevent the 
placing of an item like $20,000 in the estimates? 

Mr. Coorrer: We did. 

Mr. Pouttor: Did you approach them? 

Mr. Cooper: Yes, sir. 

Mr. Povuuior: What is the interest now? 

Mr. Cooper: Still 5 per cent. 

Mr. Povunior: You did not secure any reduction? 
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Mr. Cooprrer: No. I think at one time it was 6 per cent but they reduced 
it to 5 per cent. 

Mr. Pouxtor: It was reduced to 5? 

Mr. Cooper: I think so. 

Mr. Pouuitor: Did you ask them to reduce it to 44 per cent to wipe out the 
deficit? 

Mr. Cooper: I suggested at one time it should be written off altogether, but 
the answer we received was to go on accumulating 5 per cent interest. 

Mr. Povtior: Will you ask it again? 

Mr. Cooper: Perhaps the committee might make a recommendation, 

Mr. Vaucuan: I should like to point out these deficits were incurred in 
the early stages of the Canadian National Steamships. Before that the govern- 
ment paid a subsidy of approximately $500,000 a year to a company for 
operating four or five little slow boats. 

Mr. Poutiot: The last two years were the best since the company has 
been operating, were they not? 

Mr. VaucHan: No. 

Mr. Cooper: 1940 was the best year we have had, yes. 

Mr. Povrior: 1939 was the next best? 

Mr. Coorer: No, I think the year before. 

Mr. VaucHaN: 1938 was the next best. 

Mr. Cooper: 1938 was a little better than 1939. 

Mr. Locxwartr: You anticipate 1941 will be equally good? 

The CHarrRMAN: Shall the item carry? 

Mr. Cooper: It is a long time between now and the end of 1941. 

Mr. Locxuarr: In the light of the financial statement and the possibilities 
for good returns during the remainder of the year would it not be possible for us 
to lead the way so that the public might be relieved of this. $20,000? Would 
it not be possible to delete that for this year? Instead of following the practice 
of peace time and asking for amounts of money that apparently are not going 
to be needed, would it not be possible for us to delete that amount this year? 

Mr. Cooper: From our point of view it would be quite all right. It is a 
matter for the government to pass on. It is not for the company to say that. 

Mr. Locxuarr: The public sees this item in peace or war and they wonder 
why, in the light of your financial statement, this amount could not be deleted 
for one year at least. 

Mr, Poutror: Then Mr. Cooper, with regard to depreciation, how is that 
carried out? Is it established on the same basis as in previous years? 

Mr. Cooper: Yes. 

Mr. Povuttor: Do you take into account the appreciated value of your boats 
on account of the war in establishing depreciation? 

Mr. Cooper: No. 

Mr. Poutsior: You are wrong there. Your ships have more value now than 
they had two years ago. 

Mr. Cooper: We do not depreciate against the cost of replacing these ships; 
we depreciate against the original cost of the ships. We are supposed to recover 
from operations the amount of money which is invested in the ships. The 
amount which is invested is the original cost, not replacement cost. 

Mr. Pouttor: Yes, I know, but the value of these ships is higher now than 
it was two years ago. 

Mr. Cooper: Undoubtedly. 


18 STANDING COMMITTEE 


Mr. Povutior: You do not take that into account in establishing depreciation? 

Mr. Coorser: No, sir, I do not think it is ever done. 

Mr. Poutior: You do not think it should be mentioned in the report, 
that although the depreciation is established on the old basis of so much the 
value of the ship is higher now than it appears according to the original cost. 

Mr. Cooprr: No, sir; I think that is evident. 

Mr. Poutior: It is evident? 

Mr. Cooprr: Yes, sir. 

Mr. Poutior: What would be the value of the ships now, having regard 
to present business conditions, about twice as much? 

Mr. Cooprr: I do not think it is possible to say. The British government 
have made some very elaborate studies of values of ships which have been 
requisitioned by them; but I do not think we can value these ships ourselves. 
If we could I do not think that we would be serving any very useful purpose 
other than satisfying our curiosity. 

Mr. Pounior: We would know what we have in hand. 


Mr. JACKMAN: You would have to change it if you ran into a depression a 
few years hence. I think it would be better to keep a consistent value, whether 
cost value or some value you fix it at, and depreciate steadily from that rather 
than establish it on another basis having a high value to-day and a lower value 
because of a depression or some other reason to-morrow. 


Mr. Pouttor: This is the first theoretical question we have had since the 
beginning of the session. 


Mr. JACKMAN: May I ask what the rate of depreciation is on the investment 
—chiefly in vessels—of,.$10,995,000 on which you wrote off $329,000 odd last 
year, about 3 per cent? 

Mr. Coorrr: Three per cent. 

Mr. JACKMAN: That is considered a fair rate for ships? 

Mr. Cooper: Yes; we gave the ships a 25-year life and a 25 per cent salvage, 
and that produces 3 per cent. 

Mr. JACKMAN: Straight line depreciation method of 3 per cent a year? 

Mr. Coopmr: Yes. 

Mr. Hazen: Did I understand you to say in your opinion the government 
was not justified in charging 5 per cent interest on advances made? It is some- 
times a little difficult to hear here, but I thought you said that. 

Mr. Cooper: I would not like to be on record as expressing an opinion 
against the policy of the government. What I wish to say is that it is the decision 
of the department—I suppose representing the government—that the company 
should continue to accrue interest on these advances at the rate of 5 per cent. 

Mr. Hazen: At one time you did ask that the interest be reduced. 

Mr. Cooper: We suggested that it be reduced or cancelled. 

Mr. Hazen: When was that? 

Mr. Cooprr: I think it is four or five years ago. 

Mr. Hazen: You have not applied since that time to have it reduced? 

Mr. Cooprr: It has been mentioned informally. 

Mr. LockHart: Frowned on. 

Mr. Cooper: It is government policy, and I suggest it is not for the company 
to say. 

Mr. LockHarr: What do vou think would be a fair rate of interest? 
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Mr. Cooper: I do not believe, in view of all the conditions, that we 
should be called upon to pay interest where there is not a revenue-producing 
asset. I think we can properly charge ourselves with interest on moneys against 
which we have an asset which is capable of earning interest. A deficit has no 
power to earn any return and it is just cluttering up the books so far as I am 
concerned to have it accrue interest. 


Mr. Povutior: Who are your competitors? 


Mr. TEeakie: Our main competitor is the Alcoa line, previously known as 
Ocean-Dominion line, out of the St. Lawrence and Halifax, the Pickford and 
Black line, and some other lines out of Halifax. If you give very much infor- 
mation out you are liable to get-into difficulties. We have always made it 
a point, as any good steamship company does, to keep details of that kind 
private. 


The CHarrMan: Shall the item carry? 


Mr. Donneuty: I have one question to ask. You have an insurance sum 
of $1,948,991. That is your insurance fund. You have it invested in bonds, I 
presume? 


Mr. Cooprr: “Yes. 


Mr. Donnetty: Can you tell me what those bonds are and the amount of 
each? 


Mr. Cooper: I think there are about thirty different kinds of bonds. 
Mr. Donnetty: Have you just dominion and provincial bonds as_a rule? 


Mr. Cooper: No. There are quite a number altogether, including the 
railway and the West Indies fund. The amounts altogether are $14,000,000 of 
securities. $7,700,000 are system securities, $4,500,000 dominion securities. 
We have a few provincial securities and some municipal securities that I prefer 
not to read. 


3 Mr. Donnetuy: I was just referring to the $1,000,000 odd in your insur- 
ance fund. 

Mr. Cooper: . There is no steamship fund separate from that of the rail- 
way. We keep the two funds as one and we make an accounting division of it 
for the purpose of setting up accounts of the steamship company separate from 
from those of the railway. 

Mr. Bercovircu: Do all your bonds bear interest? 

Mr. Coorer:- Yés, sir. 

Mr. BercovitcH: I mean, pay interest. 

Mr. Cooper: One of the provinces here is not paying interest. 

Mr. Donnetiy: What province is that? 


Mr. Jackman: May I revert to the fact that we pay 5 per cent on the 
advances from the dominion government and earn only from 8 to 4 per cent on 
some of these bonds. It perhaps would not make very much difference if all 
bonds held were dominion obligations. It would simply be washed out so far as 
the dominion was concerned, but once you go outside the dominion field and go 
nto the securities of another taxing authority you are to an extent bonusing 
those provinces and municipalities to the extent of 1 or 2 per cent. It does not 
seem to me that it would be a difficult matter to have the dominion government 
to have an open account to hold this insurance fund of $1,948,000. Surely the 
non-government bonds could be liquidated and an open account with the credit 
of the dominion behind it established for the benefit of the company. I do not 
think that would be too difficult to arrange; and answering the questions put 
by Mr. Bercovitch, the integrity of the fund would be completely maintained 
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if you had an open account with the credit of the dominion government behind 
it. If you had that you would not have to bother about all this interest and you 
would save some money. 

The CuarrMan: That would be at the discretion of the dominion govern- 
ment, would it not? 

Mr. JAcKMAN: It would require an agreement with regard to their fund, 
and they would save the company a little money and make a better statement. 
Once you invest outside the securities of the dominion government or the guar- 
anteed securities you are bonusing another taxing authority, which we as 
representatives of the Dominion of Canada ought not to do. I do not think it 
is necessary. Surely the Dominion of Canada would be good enough security for 
the insurance fund which is being built up from year to year. If you had a 
claim against the fund you could draw upon this open account with the dominion. 
If you did that you would save one per cent on $2,000,000, which would be 
$20,000, and that would eliminate the appropriation on page 51, No. 416. 


Mr. Cooper: The amount of the provincial securities is not high. More- 
over, they were acquired a number of years ago. That is not the present policy, 
and you might have to sacrifice them now. 

Mr. JacKMAN: It would save the company much bother in looking after 
an investment account. I also suggest it would save you the possibility of loss 
in the future if you carried on with an open account from the dominion 
government. 

Mr. Bercovitcu: I think diversification, particularly when it comes to a 
pension fund and other funds, is absolutely essential. 

Mr. Jackman: There could be no higher security than the Dominon of 
Canada. 

Mr. Bercovircu: I am not suggesting that the Dominion of Canada is not 
a good security. The Dominion of Canada would do well to diversify its bonds. 
Diversification is the best method known of investing pension funds and other 
funds. 

Mr. JAckKMAN: It would not be out of order for the unemployment insurance 
fund to invest in securities other than those of the Dominion of Canada. As 
a matter of fact, it is expressly stated that the Bank of Canada shall handle 
the whole thing. I believe you would save some money if you adopted the 
pohey I suggest. 

Mr. Pountor: Just import more rum and molasses and you will solve the 
problem. 


Mr. LockHart: You are asking the committee to approve of this $20,000 
item? 

The CHairMAN: Yes. 

Mr. Locxuartr: Will somebody not say it would be quite possible to delete 
that item and strengthen the hands of the minister? I do not think he wants 
to ask for any more money than possible. In the light of all the circumstances 
and the information given here would it not be possible to delete that item? 

Mr. VaucHan: We can certainly delete the item if the government will 
change its system of accounting. So long as the government requires us to put 
it in we must show it. Some of these boats may require a new tank or some 
other new part. That would be capital expenditure which we could not put in 
without authority. 

Mr. Poutror: Could we change not only the accounting but the account- 
ants of the Department of Finance? 

Mr. Jackman: In regard to this $20,000, if you choose to spend that much 
on a capital item you do not have to get any further authority for the item. 
Mr. VaucHAN: No. 
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Mr. JAcKMAN: It is a contingency item. 

The CuairmMan: Is the report adopted? 

Mr. Hanson: I move the adoption of the report. 
Mr, McCutuocu: I will second it. 

The CHAIRMAN: Carried. 


It is proposed now to go ahead with the Trans-Canada Air Lines, if that 
meets with your approval, gentlemen? Mr. Hungerford will introduce the 
officials of the Trans-Canada Air Lines. 


Mr. Huncerrorp: The gentleman on my left is Mr. D. B. Colyer, Vice- 
President of Trans-Canada Air Lines, and the gentleman to his left is Mr. 
W.F. English, his assistant. 

Mr. Povuiot: Mr. Hungerford, could you give us some kind of a map 
showing the Trans-Canada Air Lines? 

Mr. Hunaerrorp: Yes, you may have this. 

Mr. ENGLISH: 


TRANS-CANADA AIR LINES 


FourtH ANNUAL Report or THE Direcrors or TRANS-CANapA AiR LINES 
Year ENDED 3lst DEcEMBER, 1940 


To the Shareholders: 

The Board of Directors submit herewith the Fourth Annual Report of 
Trans-Canada Air Lines, being for the year ended 31st December, 1940. 

Development of the mail, express and passenger services was continued 
throughout the year. The policy followed was based upon the realization that 
the operations of Trans-Canada Air Lines are essential to the nation’s war-time 
activity. 

The aim has been to make the services of Trans-Canada Air Lines of 
maximum value to the Post Office Department, to the armed forces, to Canadian 
business in general and to those firms and individuals engaged particularly in 
war production. 

It is gratifying to note the high degree of co-operation which has developed 
between Trans-Canada Air Lines and military aviation. 

In mail, express and passenger operations there was substantial growth. The 
number of passengers carried increased by 31,611; express increased by 59,969 
pounds, and mail by 360,704 pounds. 

The principal events of the year were as follows: 

January 1st—Air mail service to Moncton established. The service had 
previously been confined to training flights on daylight schedule. 

February 15th—Passenger service to Moncton established. 

April 1st—Second daily trip for air mail and express inaugurated on trans- 
continental service. 

April 14th—Second daily trip for passengers inaugurated on transcontinental 
service. = 


July 15th—Air mail and air express service established between Toronto, 
London and Windsor. 

August Ist—Passenger service established between Toronto, London and 
Windsor. Additional daily trip inaugurated between Toronto, Ottawa and 
Montreal. 


December 1st—Transcontinental trips schedule to operate through Toronto 
to Ottawa and Montreal, 
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OPERATING PERFORMANCE 


Revenue plane miles flown during the year were 4,770,218 as compared with 
2,760,090 in 1939. 97-3 per cent of the scheduled mileage was completed. 


The following tables illustrate the expansion of the company’s operations: — 


ROUTES OPERATED 


December 31st, 1940 a 
Miles 
Moncton—Vancouver: (via! Toromioyaey os). | ann ee 3,057 
Voronto-—Windsor :7).\\(5.3, ju Meee ee, ot ae ee 195 
Lethbridge -“Hdmonton 4.) aie ee ed 2 einen 288 
Neattle Vancouver's ie. 0. ea ee ere te ee 122 
3,662 
SCHEDULED MILES—DAILY 
December 31, 1939 : December 31, 1940 
Montreal—Vancouver Moncton—Vancouver (via Toronto) 

PB on PN SCLaA ras oy MMU ENE RWC edtased <0) f! 14 4,822 Clarourid: eri ry) ic a" seis ite VA ar 6,114 
Moncton—Toronto Montreal—Vancouver (via Toronto) 

(To round: trap) Way seks aus 1532 (Luound -trip) eile Ming cites ae 5,258 
Montreal—Toronto (1 round SCIDN Mt 676 Montreal— Toronto (2 round trips)... Dao2 
Toronto—North Bay (1 round trip)... 374 Toronto—Windsor (2 round trips).... 780 
Lethbridge—Edmonton (2 round trips) 1,152 Lethbridge—Edmonton (2 round trips) 1,152 
Seattle—Vancouver (2 round trips). % 488 Seattle—Vancouver (2 round trips)... 488 

9,044 15,144 

Plane Miles Flown Hours Flown 
Percentage 
1940 1940 (0) 
a4 Scheduled 

Revenue Training Total Revenue Training Total Performance 
J anUary «cae Z1D,223 39,944 315,167 A Wa 228 1,961 96-04 
Mebruary 4 fa 259,346 09,131 318,477 1,646 342 1,988 98-00 
arch, ..rt we aad 270,200 85,463 355,663 Lad. 479 aso 95-00 
merit. As eee Oli shid 47,113 424,824 Ppspraya 265 2,619 98-00 
DEL 5) RY aura 432,331 102,790 938,121 2,690 576 3,266 100-00 
Wie 6 eV 409,297 36,002 445,299 2,523 204 ae OA! 99-00 
EOL Y es gene “443,933 24,173 468,106 PEt Ee 137 2,890 99-10 
Po usth. 0 eae sats 488.559 22,384 910,943 3,052 125 Sy LEY 99-50 
September .... 467,335 25,329 492,664 2,924 145 3,069 99-00 
October wave 477,705 17,065 494,770 2,970 95 3,065 99-30 
November ..... 440,804 16,529 457,333 Oa 94 2,849 993227 0 
December ..... 427,775 12,842 440,617 2,651 74 2,125 90-60 
Year 1940.:... 4,770,219 488,765 5,258,984 29,788 2,764 o2,002 97-30 
Vearulosou- a 2,760,090 365,303 3,125,393 17,403 2,096 19,499 - 98-10 

Plane Miles Flown Since Hours Flown Since 
Inception of Operations Inception of Operations 
Revenue Training Total Revenue Training Total 
Sept. 1, 1937 to 

Dee, 31; 1987. .: 26,596 74,372 100,968 196 493 689 
Year 4038 ae oka 1,122,179 826,167 1,948,346 7,266 5,285 Eos 
Y ear 1939 3 vane we 2,760,090 365,303 3,125,393 17,403 2,096 19,499 
Wear (O40), (has 4,770,219 488,765 5,258,984 29,788 2,764 32,002 

8,679,084 1,754,607 10,433,691 54,653 10,638 65,291 
Aw Mail Service - 


As of December 31st, 1940, 15,144 miles were flown daily in regular air 
mail service as compared with 8,188 miles at December 31st, 1939. The in- 
creased services during the year, and their effective dates, were: 

January 1st—Montreal—Moncton. 
April 1st—Montreal—Vancouver second schedule. 
July 15th—Toronto—Windsor. 

The increase in air mail carried, 1940 over 1939, amounted to 360,704 

pounds or approximately 65 per cent. 


a 
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Mail carried in 1940 was as follows:— 

Pounds 
3 IDE Wea oemedy) liens Moan 2cke Dyce ARCS LA MRE Byars Ge 64,880 
PSTN ICRU Tk seats cic. ole wat os oe Pe Neeeanate ota lis snd he Rar aot los aha) aa id RAMPANAMUOIE, 1M, wpa Aah 63,701 
ess ir eee ies he eR EOE terete srauakicets "Mr ehee ne siete ara «lls 64,685 
Bae Pee eel ha 6/0 We a cp RMP RMAEE Oat wits WML o hl liveora wie ew teed @raniys bod aise 2 O/e2a0 
1 a ae A Re Re. fh A RR AY rac are LRT 7 Rt A ana et ee 76,536 
Ee ee ew cls MEET RTE re hace ek a tear bie ial» Malan ea a Shai a! attaee a 68,270 
4 GUE ged iho) SR Me ren Pabeae dear a1). tar ft AR A Weed ay) eu. 4} Sid ahaa ame 8 78,765 
ONCUTEETES SD NR raid EG 4 4) Saha a na ag eared oe a 86,664 
SPEDUSTEDOLY (ict crs ERs eet fees x Sictte’s Wate gies. Aelia W enta aie stein Notts © 86,049 
ONCE TIO 1 she ae Ret oe ENE Reais, de a lag ie mea Noth as a wath otidn. sips MpBiena ie iSroele Jair 94,164 
iNet bet) <i iste Ronee eee: Sn ered cts cram hI Toa ERM Later 6), we 90,575 
BISeT DED Lat Oc Re el Wile tee ee es cra hava PLAIN Cook! scl ate: Sealanele tual ible Oa 4s iafhe 95,518 

927,037 


During 1940 the air mail rate paid the company by the Post Office 
Department was 60 cents per plane mile, and this rate will continue until 
March 31st, 1941, after which there will be a material reduction. 


Passenger Service 


Revenue passengers numbering 53,180 were carried in 1940 as compared 
with 21,569 in 1939, an increase of 150 per cent. The average passenger jJour- 
ney was 551 miles. 

It was not possible fully to meet the demand on the transcontinental route 
during the Summer and early Autumn months, although the second daily service 
between Montreal and Vancouver was in operation from April 14th. The 
services between Montreal and Moncton and between Montreal, ‘Toronto and 
Windsor were also insufficient to take care of all those desirmg to use them. 


Air Express Service 

Air express service was extended during the year to all the routes operated 
in Canada. The number of shipments was 18,476; weight, 105,788 pounds. 
In 1939 the number of shipments was 10,897; weight, 45,819 pounds. Seventy- 
five per cent of the revenue from air express accrues to the air line and twenty- 
five per cent to the express company performing the pick-up and. delivery 
service. 


PROPERTY AND HQUIPMENT 


Flight Equipment 

In 1940 the flight equipment of the company consisted of 15 Lockheed 
14-H aircraft, equipment with two Pratt and Whitney Hornet engines each 
of 850 horsepower, hydromatic full-feathering propellers, and Bendix radio. 

Required for existing and new services, six Lockheed Lodestar aircraft 
were purchased late in 1940-and have since been delivered. These aircraft 
have accommodation for fourteen passengers, compared with ten in the 14-H 
aircraft. The new aircraft are equipped with two Pratt and Whitney Twin- 
Row Wasp engines each of 1200 horsepower. 

The company’s technical staff continues to follow the latest developments 
in the field of aeronautical science. 


Ground Facilities 


The hangar at Moncton, construction of which was commenced in the 
Autumn of 1939, was completed in March 1940. The instrument shop at 
Winnipeg was enlarged during the summer to provide the additional accom- 
modation necessary to take care of instrument repairs for the Royal Canadian 
Air Force. A second storey to the hangar annex at Winnipeg was completed 
during the Autumn to permit of expansion of shop facilities. 
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Under agreement with the Canadian National Telegraphs, teletype service 
linking the airports and traffic offices was installed during the year between 
Montreal and Winnipeg and between Toronto and Windsor. This service has 
been of assistance in the handling of reservations. 


AIRWAYS FACILITIES 


For the use of aviation in general—military, commercial and private— 


landing fields and other facilities at the airports owned by municipalities or 
by the Department of Transport were further improved during the year. 
Improvements were also effected at a number of the intermediate and emer- 
gency fields, certain of which are used in connection with the. British Com- 
monwealth Air Training Plan. 

Airport and radio range facilities were completed by the Department of 
Transport at London and Windsor and administration buildings erected. 

In the mountain section lighted landing fields with runways were established 
at Penticton and Kimberley and radio ranges installed. These new facilities 
provided practically a straight range course over the mountains and two addi- 
tional fields. 

Decision was reached by the authorities concerned, during the year, to 
transfer the St. Hubert Airport, Montreal, to the military, and to develop a 
new commercial airport for Montreal at Dorval. Work on the new site was 
commenced in the Autumn and it is anticipated that the field will be available 
for service during the late Summer of this year. The company, under arrange- 
ment with the Department of Transport, is constructing a 200-foot hangar at 
the new airport, work on which is well advanced. 

The weather reporting service operated by the Meteorological Branch, 
Department of Transport, for military and civil aviation, was extended and 
its staff augmented. 


OPERATING AGREEMENTS Witru OtTHer Arr LINES 


An agreement was entered into with Northeast Airlines, Inc., to provide 
radio coverage and the servicing of equipment at Montreal and Moncton, in 
connection with the operations of that company between Montreal and Boston 
and Moncton and Boston. A similar arrangement with the Western Air 
Express Corporation at Lethbridge, covering that company’s operation between 
Lethbridge and Great Falls, Montana, will become effective with the inaugura- 
tion of the service about April 1st. 


TRAFFIC OFFICES 


To meet the needs of the expanding passenger business, city traffic offices 
were opened during the year at Halifax, London, Windsor and Victoria. 


PERSONNEL 


Personnel as at December 31st, 1940, totalled 789, the comparative figures 
being as follows:— 


December 31st, 


1939 1940 
Admimistrative |. |p mw yaa en Dey alk MmMunUlR DERM ln) litige Ul mmat Lee 12 13 
Captains sand first Mopicers ie.) Clk Wena rm til Sears a tL 54 89 
Stewardesses/ Ushi Mune i 5) -) NUK Ai Named a apaaii nt Toh nace ene 28 40 
Mainfenance Sand!) Overh aii el) iN Cocina, aeul alin in 233 399 
ommunications and’ Digta beh, ile 24. Mon nn aie ea aaa 81 101 
Station ‘Stafis, "Trafic anawelerical. (i) (Manatee Nah a 89 147 

497 789 


During the year the operation and traffic headquarters were transferred 
from Montreal to Winnipeg | 


ae 
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FINANCIAL 


The balance sheet of the company at December 31st, 1940, and income 
statement, are appended hereto. 


Balance Sheet 

The paid in capital of the company, $3,750,000, which has all been raised by 
the issue of capital stock, was not increased during the year. The reserve for 
depreciation increased by $697,912, and now stands at $1,332,154, Self-insurance 
reserve was increased by $89,488, to $206,827. 


Property and Equipment 
Expenditures on property and equipment totalled $1,158,659, as follows:— 


Purchase of six Lockheed Lodestar aircraft—complete........... $ 925,317 
Purchase of two spare Pratt & Whitney Twin-row Wasp Engines. 36,742 
Remainder ‘of cost of Moneton hangar. 30504 eae ee ae 38,156 
Addition of second storey to hangar annex, Winnipeg.......... 27,478 
Shop anid) SCRVICING) COVIPMENE ios ois kee ele ee te na bine me seins ees 48,882 
Radio Ga Uulp Ve Ge e's Lieleiit he aldee a tigate Salas ok Mave yre editable a poate ae le 25,370 
Betterments to aircraft and aircraft equipment................ 15,507 
Betterments: to, hangan and ‘other buildings. 46 eye ee sels 6 17,2438 
Furniture and fixtures for offices and stations, and miscellaneous. 23,964 

$ 1,158,659 


yo eer eee eS 


~ Income Account 


The income account for the year, after providing for all operating costs 
including depreciation and interest on invested capital, shows a surplus of 
$539,263. Notwithstanding rising prices, operating costs were reduced from 88.4 
cents per mile to 76.9 cents per mile or 18%. The additional services operated 
during the year contributed to this reduction. 
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GENERAL 


War Conditions ! 

Every phase of civil aviation has been affected by war conditions. Trans- 
Canada Air Lines is no exception. Many employees have been granted leave of 
absence to join the fighting forces, principally the Royal Canadian Air Force. 
The loss of one of the original Trans-Canada pilot group, Captain W. G. A. 
Coulson, killed on active service overseas, is recorded with regret. 

The company’s instrument shop at Winnipeg was doubled in capacity and 
is working full time in the overhaul and repair of aircraft instruments for the 
Royal Canadian Air Force. Under contract with the Department of Munitions 
and Supply a shop was established at Malton Airport (Toronto) for the overhaul 
and repair of military aircraft, and is now in operation. 

The facilities of the company at the various airports across Canada are 
extensively used for the servicing of military aircraft, and radio coverage 1s 
furnished as required. Flight personnel of the company have assisted in the 
delivery of training aircraft purchased in the United States; in the ferrying of 
military and training aircraft between the different training depots in Canada; 
and in training civilian pilots proceeding overseas. A considerable amount of 
this work was done by employees in their own time as a contribution to the 
war effort. 


Trans-Atlantic Flights 

During the Summer and early Autumn, five round trips were operated over 
the North Atlantic route between Southampton, Foynes, Botwood, Montreal and 
New York by British Overseas Airways Corporation. Trans-Canada Air Lines, 
as agent of that corporation, handled the Canadian arrangements. 
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Service Extensions 

It is proposed, about April 15th, to increase the present schedule between 
Montreal and Moncton from one to two round trips daily, and concurrently it is 
planned to extend the service to Halifax. 

The rapid growth of mail and passenger business during the year indicated 
the desirability of, a third transcontinental trip between Montreal, Toronto and 
Vancouver. The date for the inauguration of this schedule has not yet been 
decided upon as developments in the Spring will govern the decision. 


Trans-Canada Air Lines’ application for license to operate a direct service © 


between Toronto and. New York has been favourably reported upon by the 
Examiner of the Civil Aeronautics Board of the United States. As a Canadian 
license has already been granted it is planned to commence the service between 
the two cities as soon as possible after the United States’ license is received— 
probably about April 15th—with an initial schedule of two round trips a day. 

Under the terms of a recent understanding between the Governments of 
Canada and the United States regarding international air services, Trans- 
Canada is relinquishing its Vancouver-Seattle service. This service, owing 
to its competitive nature (a United States operator is also giving service) has 
not been profitable, and its abandonment releases equipment and personnel 
for other routes. 


It is with deep regret that your Board record the loss of the passengers 
and crew in an accident to one of the Company’s aircraft near Armstrong, 
Ontario, on February 6th, 1941. They desire to place on record their sym- 
pathy with the families of those who lost their lives. From the inception of 
passenger service to that date 8,165,000 miles had been flown by Trans-Canada 
aircraft without a fatality. 

Acknowledgment is made of the loyal service of the Company’s personnel 
during a year of increasingly exacting demands as a result of war conditions. 


For the Directors, 


S. J. HUNGERFORD, 
President. 


Montreal, 19th March, 1941. 
The CHatrMaAn: Is there any discussion? 


Mr. JAcKMAN: In the second paragraph of the report it says that the - 


expansion is due chiefly to the nation’s war time activity. I have always had 
a feeling that the expansion of this service to a great extent has taken place 
during 1940 and has, perhaps, two aspects to it: one is that it required more 
planes which might be extremely useful elsewhere and yet we have taken them 
for the expansion of the service in Canada. I feel that there are a great many 
people who travel on the Trans-Canada Air Lines who could just as easily 
travel on the trains except, perhaps, that there is a bit more comfort and 
expedition, but it really does not contribute to the war effort substantially. 
The same is true with mail. For instance, on some of the Royal Mail buses that 
collect the mails you see signs “Speed the War Effort, Use Air Mail.” I think 
it is hardly necessary to tell business men who have mail concerning war con- 
tracts, etc., that there is a mail service. In other words, it is catering to an 
increase in the use of air mail by the Canadian public, and while I think that 
is entirely worthy during peace time, I feel that the aggressiveness in getting 
business both on passenger account and on mail account and perhaps on express 
account, about which I have no information, has been more strenuous than is 
warranted by the need for aeroplanes elsewhere. I should like to hear from the 
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proper officer some description of the class of passenger traffic and of air traffic 
that is carried if it is possible to get it. Undoubtedly, there are many cases of 
people using this service because of its relatively low competitive rates with 
train services and with ordinary mail services which induces them to use the 
plane whereas they might just as well, as far as the war effort is concerned, 
use the ordinary facilities. 

Mr. Cotyer: We have made a rather careful survey of our passengers and it 
indicates that between 60 and 70 per cent of the persons who travel on the T.C.A. 
are connected with the military effort or connected with supplies and so on—the 
war effort. We do not have information with regard to the air mail as to what 
proportion of the mail has to do with the war effort. 


Mr. Donneuty: The rate is 60 cents per mile, train mile, or it was on 
March 31st; what is it now? 
Mr. Cotyrer: Forty-five cents. 


Mr. Pounior: Mr. Colyer, according to the map I have here the red line 
is the Trans-Canada Airways? 


Mr. Couryrr: Yes. 

Mr. Pouurior: And these others are feeders? 
Mr. Cotypr: They are operated by— 

Mr. Povuntior: —independent companies. 
Mr. Cotyrr: Yes. 


Mr. Poutior: Is it your knowledge that the C.P.R. controls the stock of most 
of those feeders? 


Mr. Cotyrr: I have read it in the papers. 
Mr. Povutior: You do not know anything officially about it? 
Mr. CotyEr: No, sir. 


Mr. Pouuiot: And those feeding lines are mostly north of the Trans- 
Canada Air Lines? 


Mr. Cotyrer: To a large extent, yes. 
Mr. PouuiotT: They extend on the west to Vancouver island? 
- Mr. Cotyrr: Yes, sir. 


Mr. Pounior: And on the east and northeast they go from Montreal to 
Harrington harbour, Labrador? 


Mr. Cotysr: Yes, sir. 

Mr. Pouuiot: You have nothing to do with them? 

Mr. Cotysr: No, sir. 

Mr. Pouuior: But what concerns us now is only the broader lines of the 
Trans-Canada Air Lines going from Vancouver to Halifax and from North Bay 
to Ottawa and from North Bay to New York through Toronto and from Toronto 
to Windsor? 

Mr. Cotyrer: And from Lethbridge up to Edmonton. 

Mr. Pouuior: Yes, I should have said from Lethbridge up to Edmonton. 
And besides that all the other services are independent from yours? 

Mr. Cotyer: We operate a service from Moncton to Prince Edward Island. 

Mr. Pouuiot: Oh, yes. That is all? 

Mr. Cotyrr: Yes, that is all. 

Mr. Donnetty: How does 45 cents per train mile compare with the 
American rates? 

Mr. Cotyer: It is higher than the average rate down in the United States. 


Mr. Donnetity: What is the American rate? 
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Mr. Cotyer: The rates vary for different companies, for different operations. 
I think the average rate down in the United States now is somewhere a lititle 
over 30 cents per plane mile. 

Mr. Bercovitcu: Is that per pound? 

Mr. Cotyrer: No, per plane mile, for a certain unit of mail. I think their 
rates are based on a unit of 300 pounds. We carry all the mail. For example, 
on the transcontinental trips we have loads up over 1,000 pounds on the main 
transcontinental and our rate applies. In the United States they would have 
a sliding rate; they would get paid, say, 30 cents for the first 300 pounds and 
additional cents for the next increment. 

Mr. BercovitcH: You do not work it out by the ounce—the price the citizen 
would have to pay when mailing a letter? 

Mr. Couyrr: The citizen, when he mails his letter, pays 6 cents for the first 
ounce and 5 cents for each additional ounce in Canada; in the United States they 
pay 6 cents straight throughout. 

Mr. Ross: How is the Toronto-New York trip working out? 

Mr. Cotyer: It has been in operation for passengers only since the 10th of 
May and the average passenger load has been about 60 per cent, so far, which 
is a very good load factor, but we are all carrying considerably in excess of 
100 pounds of mail per trip. It looks as though as soon as business is developed 
and we get it publicized and advertised that it will be good business. 

Mr. Ross: Where are your landing facilities in New York? 

Mr. Cotyrer: We are using La Guardia airport. 

The CuairmAn: You now charge 45 cents per mile? 

Mr. Cotyrr: Yes, that is right. The contract with the Post Office Depart- 
ment requires that we carry up to 100 pounds at the contract rate, even though 
the amount of mail has gone over the 1,000 pounds. 

Mr. Nicnoison: What is the policy in connection with issuing passes? I 
know that members of parliament are not entitled to passes. What is the policy 
on the T.C.A. with respect to passes? 


Mr. Cotyrer: We do not issue any passes. 

Mr. SuHaw: Do you issue any special rates to certain classes? 

Mr. Conyrr: No, sir, 

Mr. Ross: I presume the postmaster-general would be entitled to a pass? 


Mr. Conver: That is provided for in our contract with the Post Office 
Department. When he is on business for the postal service he can use our 
service. I think we gave you an outline before the committee here last year 
in regard to passes. As far as the public are concerned or anyone outside we 
have no passes. 

Mr. Hanson: Does the Post Office Department grant passes to more than 
the postmaster-general? For example, the inspector of postal service? 


Mr. Cotyer: If he is travelling on air mail business yes, sir. 


Mr. Locxuarr: I should like to inquire into the statement made by Mr. 
Pouliot. At least, the newspaper statement has indicated that it was known 
latterly that feeder lines have apparently been passing into the hands of the 
other trunk railways. That would mean then that we are going to eliminate 
the difficulty that developed with the two trunk lines when the truck companies 
and buses moved into the feeder field. In this case with the air lines in the 
hands of the two railways that situation is to be eliminated in the future so 
far as air ways are concerned, In other words, the two trunk railway systems 
will be in control—the Trans-Canada Air Lines will control the trunk lines 
across Canada and the feeder lines will be under the control of the other trunk 
lines or railway lines. That is, apparently, what has developed. 
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Mr. Couyer: One would get that impression. 
Mr. Locxuart: That appears to be the true situation. 
Mr. Couyrr: So far as I know. 
Mr. Pouuior: Last year in the estimates the item for air service was 
increased from $2,250,000 to $4,500,000; do you remember that? 
Mr. Couyer: For air services? 
Mr. Pouutor: For air mail. 
Mr. Couyer: No, it was increased to about $3,600,000. 

Mr. Pouutor: Yes, but the amount mentioned in the estimate—I have not 
got the book here— 

Mr. Cotyer: You are correct, sir. 

Mr. Pounior: The amount mentioned in the estimates was twice as much 
as the previous year. 

Mr. Coutyer: Yes. : 

Mr. Povuuior: And was that on account of the fact that the amount of 
mail was twice as large or because some help was needed by the company for 
the purchase of new planes or other equipment? 


Mr. Coryrer: No, we do not buy our aireraft or any of these other items 
out of our earnings; they come from the capital account which is voted by 
parliament. 

Mr. JAcKMAN: Where is that item? 

The CuHatrMan: We have not come to it yet. We are out of order. 

Mr. JAckMAN: May I ask this question: is it not so that the use made 
of the air lines for expediting the war effort could stand a much higher charge 
than is made both in connection with passenger rates and air mail rates? 

Mr. Contyer: I would not know the answer to that; but the law under 
which the T.C.A. was created said that the rates would be competitive with 
those in the United States, so we are merely carrying out a law of parliament. 

Mr. Jackman: A law that the Dominion of Canada has made. 

Mr. Donnetuy: I move that we meet this afternoon at 4 o’clock. 

The CuHatrmMan: In the course of our proceedings we will have some 
discussion on the postal service and I think we ought to have some represen- 
tatives from the Post Office Department here, so we will get them here. 


The committee adjourned to meet at 4 0’clock. 


AFTERNOON SESSION 


The committee resumed at 4 o’clock. 


The CHarrmMan: Order. When the committee rose for lunch we had just 
finished the first part of the Trans-Canada report, and we had hoped to have 
the Post Office officials with us for the afternoon session. We expect they will 
be here in a few moments. If any matters come up for which their presence is 
necessary we can hold them over for a few minutes. Have you any further 
discussion on these first two pages? 

Mr. JAcKMAN: When the committee rose we were discussing whether or 
not war traffic on the T.C.A. would stand a substantially higher rate than 1s 
presently charged, both in regard to passengers and mail. In other words, what 
I should like to see done in connection with T.C.A. is some reasonable limitation 
to the expansion of the service in war time. One way of doing that, of course, 
would be to charge a higher rate so that only those who really require the 
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service would make use of it. I understand that in the United States, for 
instance, the expansion of the air lines has not gone on in an unbounded fashion; 
but on the other hand it has been more or less subjected to a pro rating because 
of the fact that the planes, particularly the larger ones, are so badly needed for 
overseas. 

Did not the manager say that the so-called war traffic would not stand a 
very substantially higher rate? Why is it not done in order to help eliminate 
some of the traffic which is merely cluttering up the lines in a time of war. 

Mr. Cotyer: Well, as I said this morning the Act which set up Trans- 
Canada Air Lines specifies the rate charged for passenger traffic will be 
competitive with that of the United States air lines. So it will be necessary to 
amend the Trans-Canada Act to put in passenger fares in excess of those now 
being charged. 

Mr. JACKMAN: An amendment to the Act would not be insuperable. 

Mr. Couyer: That is government policy. 

Mr. JAckMAN: It would not be insuperable if the committee were agree- 
able to the contention which I have advanced. 


Hon. Mr. Howe: As I understand it, you think we should reduce the 
number of planes? 


Mr. JACKMAN: You were not here this morning, Mr. Howe. 
Hon. Mr. Howe: No, I am sorry, I just came in. 


Mr. JAckMAN: My contention is we should not encourage these services in 
war time except for war business. About one-third of the business, according to 
the best estimates the department can make, is not what you would call war 
business, either passengers or mail. One way of cutting down that traffic, so 
that you will not have to order new planes and thus detract from the war effort 
would be to raise the rates both on passengers and mail. I can hardly conceive 
of anyone who has any important business on war contracts and who want. 
to get a letter down here in a hurry not being willing to pay a fairly large 
increase in the present rates, which are really very cheap competitively with the 
ordinary mail and ordinary transport on the railways. 

Hon. Mr. Hows: My suggestion would be that we are able to offer a low 
rate through having the volume of traffic. Raising the rates would probably 
decrease the traffic and so that the government would not be any further ahead. © 

Mr. Jackman: ‘That is exactly what I want. I want the traffic decreased. 


Hon. Mr. Howe: All right, decrease the traffic, if you can get them all in 
one plane and get them to go at one time. We are using in the service about 
twenty planes that we own. Twenty airplanes at the present time are less than 
one per cent of the planes we own in Canada. 


Mr. Jackman: That is counting planes that we have for protection, if you 
like. These are very valuable planes. What I do not agree with is the attitude 
of the government in encouraging this service and in requiring these very large 
planes which could be made into bombers or when the order was placed the same 
amount of many hours in American factories could have produced bombers. I 
feel we should not create a demand for or encourage this kind of thing at the 
present time. Naturally the Post Office wants to make a profit out of its air 
mail, and the line itself wants to make a profit from the passenger-service. But 
we are not interested in passengers just now; we are interested in getting as 
many planes across the Atlantic as possible. 

Mr. Conyrr: I might say this, Mr. Jackman, when these planes were 
ordered and when they were built the factories were able to manufacture these 
in addition to those they were manufacturing for the United States and Great 
Britain. They definitely assured us of that. At the time these big aircraft that » 
you are talking about were built—and it was a year ago—it did not interfere 
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with any orders that they had from Great Britain or the United States. It so 
happens that the situation in that respect has materially changed since. They 
do have orders now for much larger quantities of military aircraft, but not during 
the summer of 1940 when these planes were ordered. 

Mr. Jackman: In that case the fault would probably he with the allied 
purchasing commission or whatever they call it in New York which had not 
placed orders to use all the available manufacturing capacity of these American 
plants. However, if it were not detracting from the number of planes which 
go across the ocean I would not object so much. 

Mr. Conver: I am certain that is the case. It did not affect the number 
of bombing planes delivered to Great Britain or the United States at that time. 

Mr. Jackman: I shall have to accept the statement and I am very glad 
to have it. 

Hon. Mr. Howe: We are in exactly the same position as the United States 
in ordering new equipment. The orders of the United States air lines were 
reduced to one-half; ours were reduced the same way. As a matter of fact, we 
have no orders in. We have equipment enough on hand now to do us for a 
while. Expansion is still going on in the United States, of course. 

Mr. Jackman: It has been restricted. 

Hon. Mr. Hower: Expansion is not as rapid as it would be if there was 
no war; but expansion is still going on. 

Mr. JackMAN: We have been doing a wonderful job on this T.C.A. as a 
peacetime job. The expansion has been simply amazing and the profit is 
very good looking; but I should hate to think it was at the expense of our 
contribution to the war effort. 

Hon. Mr. Howe: We have very few people travelling in Canada for 
pleasure. I doubt if anyone travels to-day that is not directly or indirectly 
on war business. 

Mr. Hazen: We were told the percentage was between 60 and 75. 

Mr. Ross: Direct. How about indirect business? 

Mr. Jackman: There is a lot of trotting about in these planes by people 
not on war business. 

Mr. Couyer: I think it’is quite evident to most anyone who travels that 
you find the number of lady passengers on the aircraft in the United States 
runs to probably 30 per cent or 40 per cent of the total passenger load. It is 
seldom that you have women passengers in Canada of more than one in ten, 
probably not more than one in 25, which is an indication that the people who 
are travelling are definitely on business or pretty much so. 

Mr. JacKMAN: I wonder if we can have some information of what the 
expected policy of the T.C.A. will be for 1941. You have just got six new 
planes. The Minister of Munitions and Supply just stated that they should 
do for a while. What is the policy, let us say, for 1942 and 1943 if we are 
still in the war? Are you going to try to push this service on and expand it 
as you would in peace time or have you reached the place now where most 
of the travel on war contracts—that is, most of the increase in travel on 
war contracts—has ceased? Will you go on and expand it next year or will 
you only purchase the planes you require for replacement purposes ? 

Hon. Mr. Howe: I think we will have to say government policy will be 
made known in due course. I do not think anyone can plan a year ahead on 
anything. : 

Mr. Jackman: I am not necessarily asking about government policy. We 
have been told about the increase in traffic. If there should not be a much 
~ greater increase in traffic in 1941 in connection with the war than there is 


32 STANDING COMMITTEE 


to-day—you will expect to reach your peak in the labour situation some time 
this fall— 

Hon. Mr. Howe: We will naturally keep our airplanes in proportion to 
the traffic that warrants. In fact there is no indication that the traffic is not 
on the increase at the moment. 

Mr. JAcKMAN: Is not on the increase? 

Hon. Mr. Hown: Yes. 

Mr. JACKMAN: You are encouraging it all the time. As I mentioned here 
this morning, on the royal mail buses in Toronto you see little placards saying 
“feed the war effort; use air mail.” People who see that are just ordinary 
people. Business men are acquainted with the service as given; they do not 
need any encouragement. But the ordinary person is led to believe that he 
will be helping the war effort by purchasing air mail stamps. You are 
encouraging the bulk of your air mail from substantially those people, and 
there is no connection whatsoever with the war there. 

Hon. Mr. Hows: We have ample capacity to carry mail and to carry 
passengers and we will be glad to have the business. The Toronto citizen 
would be glad to have the service if he knew how good it was. 

Mr. JACKMAN: When your capacity gets up so high you may want a new 
plane or two. I do not think we should get any more planes now. 

Mr. Coryrr: Is it not proper to try to increase government income at 
the present time? That is what we are doing by promoting this air mail service. 
Mr. JackMAN: Not at the expense of buying planes which are needed 
overseas. 

Mr. Coryer: We are encouraging people to buy stamps. 

Mr. Hazen: Are your not cutting into the Post Office service by these 
placards? 

Mr. Coutyrer: I am sorry if I said something out of turn. As we see it an 
increase in traffic on the air lines helps both us and the Post Office Department. 

Mr. Hazen: If this mail was being carried by the railways they would be 
getting a certain amount of money they are not getting now. 

Mr. Couyer: Just half as much as if it goes by air. The Post Office income 
from air mail letters is twice as much as if it goes by ordinary mail. 

Mr. Hazen: But it does not cost as much to carry it. Does it cost them 
half as much or less by mail than by air? 

Mr. Couyer: I could not answer that. 

Mr. Hazen: You used the words “60 cents a mile.” Is that 60 cents a 
hundred or what is it? 

Mr. CouyEr: Sixty cents for all mail. 

Mr. Hazen: A hundred pounds? 

Mr, Conver: No, for any quantity. We carry over a thousand pounds 
similarly. The 60 cents covers that. 

Mr. Hazen: All the mail that can be put into the plane you will carry 
at 60 cents a mile irrespective of weight? 

Mr. Couyur: Yes, sir. 


The CuarrMan: I might suggest to the members of the committee we 
would be in a much better position to deal with this question of air mail if we 
heard Mr. Coolican and Mr. Herring who are here. 


Mr. NICHOLSON: On page 6 we have the number of pounds carried per 
month; I wonder if the members of the department could tell us what the 
picture is since the beginning of the present year? Are we having a similar 
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- inerease? Is there to be an increase in the amount of mail carried in 1941 as 


compared with 1940? 


Mr. 


CoorrcaAn: I can give you figures for the calendar year 1940. I was 


rather quickly notified to come up here and I have not got the figures I intended 


to have. 


In January, 1940, as compared with January, 1941, the gross weight of mail 


carried in January, 1940, was 64,880 pounds. 


In January, 1941, the gross 


weight carried was 82,920 pounds. 


For 
1941 we 


Mr. 
Mr. 
Mr. 
Mr. 


Now, in 


the total year, 1940, the gross weight carried was 927,037 pounds. For 
can only give you three months. 

NicHouson: Have you February and March there? - 

CooticAN: February and March? 

Nicuotson: Of 1941. 


Coouican: Yes. 77,952 pounds for February and 89,745 for March. 
February, 1941, as compared with 1940, we went up to 82,487 pounds. 


In March it went up to 91,453 pounds. I have also the figures for April. In 
April it went up from 57,295 pounds in 1940, April, to 99,071 in April, 1941. 

Mr. Hanson: What was the total subsidy for 1941 paid by the Post 
Office Department to the Trans-Canada Air Lines? 


Mr. Cooutcan: The total amount paid in 1940, the calendar year, was 


$1,854,074. 


Mr. Nicnouson: Have you any way of estimating the amount of revenue 
in the department? 

Mr. Cootican: Yes. I beg your pardon; I want to make a correction. The 
actual total cost for the calendar year, 1940, to the post office department is 
$2 832,363. 


Hon. Mr. Howe: That is for Trans-Canada? 


Mr. CoonicaAN: That is Trans-Canada only. The revenue from that 
during the same period was $1,854,074. 

Mr. Hazen: Is that the total amount you received for mail—$2,832,000? 

Mr. Coouican: That is the cost? | 

Mr. Hazen: The figures you just gave us? 

Mr. Coorican: Yes; the cost. 

Mr. Hazen: That is the cost of carrying the mail? 

Mr. Coonican: That is the cost of carrying the mail, yes. That is the 
amount of money we pav to the Trans-Canada Air Lines for carrying the 
amount of mail from which we obtained a revenue of $1,854,074. 


Mr. Nicuotson: What difference would it make to the revenue if the 
rate were reduced from 60 cents to 45 cents? 

Mr. Coouican: I have not got any comparative figures for what I have 
given you, because the mileage is constantly increased and the amount at 45 
cents decreases the amount you pay; not on the same comparative mileage, it 
is a greater mileage for the coming year. 

Mr. Hazen: You say that is the amount of money we pay? 

Mr. Coorican: To the post office. 

Mr. Hazen: Could you tell me how much money the post office department 
collected from the people who sent that mail? 

Mr. Coouican: $1,854,074. 

Mr. Hazen: In other words, it cost you more to send it than you received? 

Mr. Coourcan: Certainly. That is understandable because it is well known 
that we have not yet arrived at a volume of mail which will equal the cost of 
operation. It is coming up remarkably fast. 
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Mr. Hazen: What was the amount you mentioned? 
Mr. Cooutcan: $1,854,074 in the calendar year 1940. 


Mr. Coorican: From the weights of the mail. 
Mr. JAckMAN: How do you get the revenue received from the air mail 
stamps? . 

Mr. Cootican: The only mail carried on the Trans-Canada is first-class 
mail, and the number of letters to the pound runs about 45 or 50. The rate is 
6 cents for the first ounce, but out of that 6 cents there is the cost of the ordinary 
handling of the mail, and out of that 6 cents we allow 4 cents for the air mail, 
leaving the other 2 cents for the cost of carrying in other parts of the service. 
Mr. Jackman: In other words, this amount of $1,854,074 multiplied by 3 
over 2 would be the total sale of air mail stamps. 

Mr. CooricaNn: Put it this way: We estimate $2 a pound. 

Mr. JACKMAN: You estimate your revenue on the poundage of mail? 

Mr. Coonican: On the poundage of mail. 

Mr. JAcKMAN: And not on the sale of stamps? 

Mr. Cooutican: Well, the cost of computation would be a little bother. 

Mr. NicHotson: Assuming you have an increase of 65 per cent in 1941 as 
compared with 1940, with the reduced rate what are the possibilities of breaking 
even for the present year? 

Mr. Cootican: Well, Mr. Herring will probably explain that. 

Mr. Gro. Hurrina: The best way to determine how soon we will arrive at 
that is to complete the amount of mail we still require to make ourselves self- 
supporting. When this statement was prepared it was down to the middle of 
last year, and we were optimistic when we said there was a 4 per cent increase 
in the volume of mail. We kept a close watch on that expecting at any minute 
to find that we were much too optimistic. We kept that right up to date. -We 
got the whole of 1940 and we got it for the first four months of 1941. Basing it 
on the original estimate that we would obtain the same rate of increase this 
statement shows that in the month of April had we maintained the 4 per cent 
increase we would have required 529 pounds per day to make us self-supporting. 
The actual figures, based on the known results for April, show that we still 
required 308 pounds instead of 529. There has been a most phenomenal increase 
in the support of air mail. We have a gross which shows that with the 4 per 
cent increase per month between October and November of this year we would 
have been over the top. With the reduction in the rate from 60 to 45 cents 
and the increase in the expected rate of growth it looks to me as if we are going 
to hit the even somewhere round about July or August. | 

Mr. NicHouson: That is the information I wanted to get. | 

Mr. Donnetty: Did I understand you to say that though you took the 
6 cents for each letter you applied 4 cents of it to the plane carrying the mail 
and 2 cents of it for the handling of the mail otherwise? 

Mr. Herring: That is correct. 


Mr. Donnetiy: If you took the full 6 cents for carrying the mail you would 
practically break even. during the past year? 

Mr. Herrinc: We would have been over the top long since, but you cannot 
do that because there is always a certain amount of expenditure in connection 
with the handling of mail at the post office. 

Mr. NicHotson: Some of the letters go part way by train? 

Mr. Herrine: Yes. 


Mr. Hazen: Have you the figures for the cost of carrying mail by rail? 
® 


Mr. JAcKMAN: Is that amount all reckoned from the sale of air mail stamps? . 
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Mr. Cooxtcan: Yes, but the rates on railways are space-mile rates. There is 
a 4 cent a mile rate for 3 feet in a baggage car, and we put into that 3 feet as 
much as we can. It is 35 cents per mile for a full railway mail car. 

Mr. Hazen: That would hold considerably more. 

Mr. Coottcan: Oh, yes; there is really no means of comparing that with 
the amount carried by air, because it contains all kinds of mail, like newspapers, 
parcels, third-class matter, and so on. On Trans-Canada we carry only first- 
class mail. 

Mr. Hazen: Have you noticed any reduction in the amount of mail carried 
by rail? 

Mr. Coorican: No. 

Mr. Hazen: Since Trans-Canada came in. 

Mr. Coortcan: No. Say we carry half a ton a day by air, or approxi- 
mately that, each way; distribute that over miles of railway mail cars with 
different kinds of numbers and you have nothing upon which to base an 
estimate. 


Mr. Hazen: I suppose Trans-Canada has affected to some extent the 
revenue derived through the carriage of mail by rail? 
Mr. Cootican: I would not say so because most of this air mail business 
is really new business because of the speed involved. 
Mr. Hazen: Would not such people be inclined to send it anyway? 
Mr. Coouican: Certainly. 

Mr. Hazen: Well, then, would not that revenue derived from the mail 
enure to the railways? 


Mr. Coontcan: Yes, if you can distribute that half a ton per day each way 
over the 18,000 miles of railway. I do not think it would be worth while getting 
these figures out. I suppose we could. 


Mr. Hanson: The figure you gave us was based on the 60 cents per mile 
rate? That is what we were paying last year. 
Mr. Coourcan: It costs 60 cents per mile by air. 
Mr. Hanson: It is now reduced to 45 cents? 
Mr. Coouican: It is now reduced to 45 cents, yes. 
ay Hanson: And the figure you gave us is based on the 60 cents per mile 
rate! 
Mr. CoouicaAn: For the year 1940, yes. 
Mr. Hanson: If that were 45 cents per mile there would be a different 
picture? 

Mr. Coorican: Oh, yes. 

Mr. Hanson: You would just about break even then? 

Hon. Mr. Howse: What is the average cost of a letter first-class moving 
by rail? 

Mr. Cootican: Out of 3 cents charged we figure that we make a clear 1 
cent. 

Hon. Mr. Howe: So that when you only give the air lines credit for 4 cents 
you are sort of doing the post office a little bit? 


Mr. Cooutcan: A little reserve. 

Mr. Nicuoxson: In connection with the figure of $2,832,000 does that 
include payments made to the United States for air mail carried to the United 
States? 

Mr. Coottcan: No; the figures I have given you apply only to the Trans- 
Canada Air Lines, 
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Mr. NicHouson: For letters carried within Canada? 

Mr. Coortcan: For letters carried within Canada by the Trans-Canada. 

Mr. Donnetiy: Mr. Chairman, is anyone in the railway company able to 
give us an estimate of the effect that Trans-Canada carrying this mail has had 
upon the revenues from telegraphs? 

Mr. Huncerrorp: It is very difficult to say, sir. There has been a certain 
falling off in the night-letter business, but the other business has increased. 
It is practically impossible to say what the effect is. It probably had some 
effect, more particularly on night letters. 

Mr. Donnetiy: It likely affected telephones too. 

The CuatrMan: Is there any further discussion on this report? 

Mr. Maypanx: Did I get clear from Mr. Howe’s question to you, Mr. 
Coolican, that you have six cent postage in the case of air mail and three cent 
postage in the case of mail that goes over the railroad; and in the one case you 
figure on a cent going to the post office, but in the air mail case you figure on 
two cents going to the post office. Of course, that is just a matter of accounting, 
but is that right? 

Mr. Coonican: Yes; we attribute four cents to the air mail out of the six. 

Mr. Maypanxk: Just keeping two cents for the other post office work? 

Mr. Cooutcan: Yes. 

The CHAIRMAN: Are you all through with the first part of this report? If 
so, we will move further on. 

Mr. JAcKmMAN: No. 

Mr. Nicuouson: Mr. Chairman, I asked a question this morning with regard 
to passes. There was some conversation up in front there that I did not follow 
very well. Did I understand that passes were given to certain postal authorities 
in connection with the T.C.A.? 

The CuHaAirMAN: The postmaster general. 

Mr. Couyrer: We require under our contract with the Post Office Department 
to furnish transportation to postal officials travelling on air mail business. 

Mr. Nicuouson: I thought your first answer was that you said there were 
not any passes. 

Mr. Cotyer: I said there were not any passes as we ordinarily think of 
them to the general public; that is, to those not connected with the operation of 
the Trans-Canada Air Lines. We have a statement here that I think might 
probably answer all your questions. We prepared a similar statement at the 


committee hearing last year. The situation today is identical with what it was 


a year ago. 

Mr. Nicuouson: This is my first year on the committee. 

Mr. JaAcKMAN: I suppose the operating capacity of the planes has been at 
an exceptionally high rate. Last year I think it. was given in the report, or 
we had it in evidence anyway. How do you compare now with the American 
lines? I suppose you are very much higher. 

Mr. Couyrr: That is, our load factor? 

Mr. JACKMAN: Yes, the load factor. 

Mr. Cotyer: We have the figures for April, last month. The load factor 


on the transcontinental was 74 per cent, which I think is considerably above 
the average in the United States. ! 


Mr. JAcKMAN: That is not much better than last year, 1s it? 


Mr. Cotyer: No. But when you are up around 70 to 75 per cent on a 


transcontinental line nearly 4,000 miles long, that is about as many passengers 
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as you can carry, because they are not all going from one end of the line to 
the other. 


Mr. JAcKMAN: Does that represent passengers only or the total available 
space on the plane for air mail and express? Is 74 per cent merely passengers 
or is it mail space? 

Mr. Couyer: That is what we are speaking of entirely, passengers. 

Mr. JACKMAN: Passengers only? 

Mr. Couyer: Passenger space is what we are referring to. 

Mr. JAcKMAN: How are you on the air mail end of it? 

Mr. Cotyer: On some trips we are loaded right up to capacity with mail 
and express. 

Mr. JAckMAN: You do not keep statistical figures on that. I suppose it 
is not quite so easy. It is easy to find out how many vacant seats there are, 
but it is not so easy to see how much cubic capacity there is. 

- Mr. Cotyer: You could get yourself into a lot of statistics to try to do that, 
but it would not mean anything. We have got definitely a certain number of 
seats available there, and the amount of space that is available for mail and 
express varies from trip to trip and is tied in with weather conditions or airport 
conditions and various other factors such as the amount of gasoline that you 
have to carry on the plane to go between certain points, which will vary from 
day to day, so that it will be impossible to keep accurate figures as to the 
percentage of capacity for mail and express load. 

Mr. Hazen: Who holds the shares of the stock in this company? 

Mr. Cooper: The Canadian National Railways company. 

Mr. Suaw: I note that certain municipal airport facilities are used by the 
T.C.A. What type of contract is entered into in this regard where they are 
using municipal airports? 

Mr. Conver: Prior to the outbreak of the war, T.C.A. had contracts with 
different municipalities for the use of their airports. At the present time the 
government has taken over all the airports, so that our contracts now are with 
the Department of Transport, who control all of the airports that we use. 

Mr. SuHaw: This report, therefore, would not be entirely correct in stating 
that they are using municipally owned airports? 

Mr. Cotyer: Well, some of them are still municipally owned but controlled 
by the dominion government. I think that is correct. | 

Mr. Mayvpank: They have turned them over generally at a dollar a year 
to the dominion government? 

Hon. Mr. Howe: Yes. 

Mr. Suaw: What I was getting at was what consideration is given to the 
owner for the fact that we have expropriated them for the duration of the war? 

Mr. Cotyrr: We pay the Department of Transport and they in turn—l 
do not know just what they do. 

Hon. Mr. Howe: ‘The Department of Transport pays all the operating 
expenses of airports and usually extends the facilities of the airport at the 
expense of the federal government. I do not think any municipalities will be 
any the worse for our having taken the airports over for the duration of the 
war. 

Mr. Maypank: You add to the value of them all? 

Hon. Mr. Howe: We add to the value of the airports very greatly. 

Mr. Mayspanx: And they will get a dollar a year and get them all back? 

Hon. Mr. Howr: After the war. 
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Mr. Maysank: With whatever you have put into them? 

Hon. Mr. Hown: Yes. 

Mr. Maypank: Is that not the idea? 

Hon. Mr. Hown: Yes, that is the idea. 

Mr. SHaw: And again where they are using certain intermediate emergency 
fields in connection with T.C.A. operations as well as the British Commonwealth 
Air Training Scheme, how do they determine the costs that are to be charged 
against the Department of Defence or the Department of National Defence for 
Air and the T.C.A.? 

Hon. Mr. Howe: The T.C.A. pays nothing for emergency fields. They do 
not use them except in grave emergency. They were all installed by others, 
either municipalities or the federal government But T.C.A. never has paid for 
the use of these fields. 

Mr. Pouuior: Mr. Coolican, do you know anything about the ownership 
of the feeder lines? Do you know if the stock is controlled by the C.P.R.? 

Mr. Cooutican: No, I do not know that. 

Mr. Pouuior: You do not know that? 

Mr. Cooutcan: No. 

Mr, Poutior: Could Mr. Howe tell us something about that. 

Hon. Mr. Howe: I only know what I have read in the press. I understand 
that the C.P.R. have—in fact, Mr. Beatty published in his annual report that 
he had bought control of several lines. One I think is the Mackenzie Airways 
and another is Starratt Airways; and I think there is a third that he has bought— 
the Yukon Southern. 

Mr. Maysank: Would not the organization of the T.C.A. have knowledge 
of all the other flying companies, or at least. some knowledge of all the other 
flying companies in Canada, Mr. Chairman? Would you have knowledge of 
organizations that might become competitors? 

Mr, Cotyrr: I would expect that we would. Of course, at the moment— 

Mr. Mayspank: Can you not describe what has been going on recently 
with reference to the purchase of a number of these companies such as Mr. Howe 
has mentioned, leading, it would seem, to a straight across-Canada competitive 
route ‘being established by the C.P.R.? Surely you are alive to that, I fancy, 
Mr. Colyer. 

Mr. Cotyer: I had not heard anything to the effect that the C.P.R. was 
starting to operate an east to west route across Canada. 

Hon. Mr. Hows: We are protected against that by legislation. The 
Trans-Canada Act provides there can be no competitive route against Trans- 
Canada. 

Mr. Maypanx: While the Act may provide that, is there not, as a matter 
of fact, going on at the present time a movement directed by the C.P.R. which 
would seem to indicate that some form of competition along that line is under 
way? 

Hon. Mr. How: I would not think so, no. I see no evidence of it. These 
routes are really north and south routes; and while they are competitive one 
with the other, I do not think any of them are competitive with the Trans- 
Canada. 

Mr. CouyEr: They are feeders of our line. 

Mr. Maypanx: At the moment they are feeders. 

Mr. Cotyrr: They are bringing in traffic to the Trans-Canada. 
Mr. Maypank: What would it take to connect them up? 

Mr. Conver: It would take another transcontinental route. 


y ee 


RAILWAYS AND SHIPPING 39 


Mr. Maysank: Would it really take a transcontinental route? Would it not 
be really filling in a few gaps? 

Mr. Couryer: No. 

Mr. Maypanxk: That is not so? 

Mr. Cotyer: I do not see where it would. 


Mr. Maypanxk: I am just asking for information. I do not know. Cer- 
tainly there is a great deal of current talk to the effect that the C.P.R. has some 
such plan. Had you not heard it? 


Mr. Cotyrer: Yes. I have heard rumours to that effect, but I do not see 
any evidence of it. 


Mr. Maypanx: You just do not see any evidence of that? 
Mr. Coryrr: No. 
Mr. Mayspank: That there is any such build-up? 


Mr. Cotyrer: I just cannot see it unless government policy would be to 
set up two continental routes. 


Mr. Hanson (Skeena): They would have to obtain a charter from the 
federal government. 


Mr. Cotyrer: Under the law they would have to obtain a charter from 


the government or from the Board of Transport. 


Mr. Maypanx: The C. P. R. has sometimes been called the government 
on wheels, although I do not think it has been so in the last seven years. I 
will not go beyond that. 

Mr. Jackman: I will go beyond that for you. 

Mr. Maypanxk: Another gentleman says he will go further. 

Mr. Sissons: Would it not have been felt in the interests of the Canadian 
National to have acquired those feeder lines, Mr. Chairman? Was there any 
attempt made by the Canadian National to acquire those lines as feeders? 

Mr. Cortyrr: I think Mr. Howe should answer that. 


Hon. Mr. Howe: I was just reading from a portion of the presidential 
address of the president of the Canadian Pacific railway. It says:— 


“None of these companies,” the president stated, “are engaged in 
services which are competitive with those of Trans-Canada Air Lines, 
but they perform valuable functions complementary both to the services 
of that company and those of your railway.” 


Answering your last question, it was never the intention to make Trans- 
Canada Air Lines anything other than a trunk line service. “It was never 
the intention to close out private enterprise from the functions that it was 


~ serving at the time that Trans-Canada was organized. The purpose of the 


line was to form a connecting service from one coast to the other, into which 
private services can feed their traffic or take traffic to distribute to more 
and more areas. It is still the view of the management, I think—and it is 
my own view—that it is not wise to undertake any service which is not up 
to the standard, or cannot be brought up to the standard of main line opera- 
tion and such international connections as Canada is called upon to operate. 

_ Mr. Sissons: Take the Yukon Southern; they are running to Alaska? 


Hon. Mr. Howe: That is in a little different position. It was always the 


set intention of the Trans-Canada to operate that when it became an interna- 


tional route.. We believe that some day it will become an international route. 
Up to the present time there are no air fields in that country. It would be 
impossible to operate that type of equipment that Trans-Canada uses; but 
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air fields are being built, and it will, in a year or so, become possible to — 


operate with that type of equipment. Then the question will come up as to 
whether it should be operated by Trans-Canada or a private company. In the 


meantime the service is only from month to month; that is, the contract with © 


the Yukon Southern is only from month to month. 


Mr. Maysank: What contract is that? You say the contract is only — 


from month to month. That is a contract between whom? 

Hon. Mr. Hown: Between the post office and Yukon Southern. 

Mr. Sissons: Now, is not the Yukon-Southern growing too fast; would 
it not come under the control of the C.P.R. as soon as that passes out? 

Hon. Mr. Howe: We had better say that while the Yukon-Southern majority 
stock is owned by the C.P.R. there is still a private interest in the Yukon- 
Southern. 

Mr. Gray: Well, the matter referred to by Mr. Maybank and Mr. Colyer, 
that there is no fear of it competing with Trans-Canada by means of these 
northern routes being bought up by the C.P.R.; is there not a real danger when 
it comes to the calling of contracts for your post office mail carrying that you 
will get to a point where you have no competition in bids? 

Mr. Maysanx: Would you not have that difficulty now? 

Mr. Coortican: The Act protects the Trans-Canada. 

Mr. Gray: I appreciate that, but how are you going to protect your 
north-south routes? 

Mr. Coontcan: Of course, there is the danger there to the T.C.A., say 
if any other company took over a possible operating of a number of routes, 
operated by a private company or somebody else—well, that is a matter of 
business, I think; if T.C.A. when it takes over the main thing will take over 
the rest of it, we will endeavour to find some other way of operating with 
these other companies. 

Mr. Maypanx: That is notice to the competition through the organization 
which at the moment may have a monopoly; is that what you suggest? 

Mr. Coorrcan: Not exactly that way; the country is liable to develop in 
such a way that some part of it may obtain an importance which may require 
a better performance than can be found anrongst the small privately operated 
companies. When that time does come of course we have to consider how the rest 
of the service may be tied in to it to establish a competent service. 

Mr. McCuttocu: What is the situation with regard to the airport at 
Sydney? 

Hon. Mr. Howe: I think the airport is completed. I understand that 
radio beams are being installed at the present time and should be ready 
by August or September perhaps. 

Mr. McCutiocu: Will air mail be taken from Sydney? 

Hon. Mr. Hown: I think it is the intention to extend the mail service to 
Sydney. 

Mr. McCuttocu: I think at that time they would have that field at New 
Glasgow ready. 

Hon. Mr. Hows: I cannot say as to that. | 

Mr. McCutuocu: I understand the Post Office Department would get 
quite a revenue from the towns along the way from Sydney to Halifax. 

Hon. Mr. Hows: A considerable expenditure has been made at New 


Glasgow, but I am not sure just when that will be completed. ~ 


Mr. McCutuocu: There has been about $25,000 spent on it now. 
Hon. Mr. Hows: Yes. 
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“4 Mr. McCuntocu: And, of course, the town of New Glasgow bought the 

land with the understanding that there would be an airport put there. 
Hon. Mr. Howe: Yes. 

: Mr. McCuutocu: And I think the town of New Glasgow is growing so 
fast now, due I suppose to the war, that it will be necessary for an airport of 
gome kind to be put there, even if it is one of the smaller type. 

The CuarrMAn: Shall we proceed with the balance sheet? 

| Mr. Nicuonson: I had a question about passes some time ago and I 

understood there was to be a supplementary statement. 

Mr. Encuisu: Shall I read this? 

The CHAIRMAN: Yes, whatever the answer is. 

Mr. Encusu: It is quite long. It is a statement prepared in the same 
form as was submitted to the committee last year. 


TRANS-CANADA AIR LINES 
Non-REVENUE PASSENGERS, 1940 


| The issuance of free transportation on Trans-Canada Air Lines is governed 
by:— 
1. Regulations promulgated by the Board of Transport Commissioners for 
Canada. — 
2. Contract with Post Office Department. 
Arrangements with Department of Transport in regard to use of airway 
facilities and weather service. 
. Regulations of the Company which provide that:— 

(a) Free transportation is issued on a space available basis, ie. a 
holder of free transportation must make way for a revenue passen- 
ger even at an intermediate stop before final destination. 

(b) An employee is allowed one vacation pass for self and one for 
one dependent member of family per annum. 
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The statement which follows gives the number of non-revenue passengers 
carried from January 1, 1940, to December 31, 1940. It does not include members 
of flight crews, air engineers, radio technicians, or other operations personnel 
whose duties require them to ride the aircraft for the protection of the service. 


Employees of Department of Transport on business relating to 


ea lth lant RST A RUN LAE AE cnet ES CAS Wren aD SRS Aad MOU VES nant 805 
Wacatior. passes, il Cn As CMployees ye ie. et Bil aue'y Slaven all an" 784 
Vacation passes, dependents of T.C.A. employees ..........-..+-4-- 688 
7 OASemployeesitonGompany ‘Husimess.))<)e(a ale) wale od sees ng ores 440 
Children, two years of age or under, accompanying revenue passengers 249 
Employees of Post Office Department on business relating to air 

MSI REMV ICES), oe bis ahs ecto RIN REY RRR PUG OPT Se FERS a 47 
Courtesy trips. to. members Of the | .Preas i's oi Avie este ss we Ag be) 85 
Employees of Canadian Broadcasting Corporation on plane-to-ground 

TAP ORICABER Osis SN He adel CIR Rats Mey Sito yy slight arte Meany RIeMbeme ean agra) ean Pee ook Ta 3 
Employees of National Research Council on test flights .......... 10 
Employees of airplane and engine manufacturers on test flights .... 29 
Courtesy ‘trips to municipal airport) authorities 3\)) ee. ee. eas io 


Employees of British Overseas Airways Corporation re Trans- 


PUA TLE SBOE VRC env Iiha Gin Gah isiiceila Bie mu Glu Me renege Mbarls 'n)'svateiielN =! hey a8/ 4m 4 
Employees of Civil Aeronautics Authority on inspection flights..... 5 
ECA aye chs el eanramhtaie Galerie Va Me cs tA! ate iateedaiea (on at's. a, lon ahah ee 1 

NO TAA Mars mR Unt haha 2) BE) PAM eal nas cia alle bait eh a 3,153 


: 


We have to report that to the Dominion Bureau of Statistics in that form, 
although it actually is not free transportation; a child of two years of age is 
carried free providing it is accompanied by a parent. 
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M. Povuuior: Is there a radio beam all the way through the system? 

Hon. Mr. Howe: Yes, everywhere Trans-Canada goes. 

Mr. Nicuoutson: This is a very different picture from what I got this 
morning when I asked my question. I understood there were no passes granted. 
I wonder what the explanation is? 

Mr. CoutyEer: T.C.A. does not grant passes to outsiders, those not con- 
nected with the company’s operations. 

Mr. Nicuotson: I knew that members of parliament were not granted 
passes. That was stated this morning. This is the information I wanted to 
get this morning and I understood from the remarks made then that there were 
none of these passes being granted. I do think as a matter of policy it would be 
wise not to issue any passes. These departmental officials who are travelling 
on business have expense accounts and I think could very easily arrange with 
the department to have expenses paid in connection with travel by air. I wonder 
if there is any explanation now as to why so many people were carried free on 
these lines? 

Mr, Cotyrer: It appears to the management of Trans-Canada Air Lines 
that it is proper to grant employees of the Department of Transport space- 
available passes when it is necessary for them to travel in connection with 
airport and airway matters on Trans-Canada Air Lines. The Department 
of Transport provides us with our airways which we use across Canada and 
its own employees visit the airports in connection with matters relating to 
them. It seems entirely proper that we should give them space-available 
transportation. In other words, if there is somebody there who wants to buy a 
ticket why the government representative cannot go. In fact that applies to 
Trans-Canada Air Lines’ own employees when travelling on the business of 
the company; if an air passenger shows up for a seat the company empoyee 
waits, or if it is necessary that he go immediately he travels by train. In other 
words, whenever there is a passenger for an available seat on an airplane the 
seat is sold. 

The CHatrMan: In other words, you only allow them to occupy spare 
space? 

Mr. Conver: That would otherwise be thrown away, yes. 

Mr, Ross: That applies to vacation passes too? 

Mr. Cotyer: That is right. I might also mention this as happening on 
several occasions, that Department of Transport employees when it was neces- 
sary for them to get from one place to another buy up space in order to get a 
seat for that particular trip. 

Mr. Maypank: And that does not alter the picture at all for the people 
of Canada, except that just one passenger less was available for revenue 
purposes. : 

Mr. Cotyer: That he had business which in his opinion warranted the 
expense, 

Mr. Maypanxk: But the Canadian people paid it. 

Mr, Nicuotson: What is the objection to placing all travel of the T.C.A. 
on a pay basis? 

Mr. Coryer: Well, we have employees of the company whose services are 
required at different points across the system and they travel on company 
business. We think it is very much in the interests of the company that these 
employees should have the privilege of a free ride over the system once during 
the year as a vacation pass, together with one dependent member of his family. 
I may say that our regulations governing the granting of passes are ten times 
more stringent than those applying on air lines down in the ‘states. For 
example, most of the air lines in the states give their employees and dependent 
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members of their families five annual passes as against one on T.C.A._ It is 
important from the standpoint of the company that its employees—that includes 
ground employees as well as others—should travel the system occasionally to 
know what the operation is like. They get a better appreciation of what the 
company is doing when they ride its airplanes from one point to another. 

The CHatrMAn: Mr. Colyer, I heard you state a moment ago that a return 
trip used two passes; you say your employees get one pass a year, how are they 
going to get back, do they have to pay their way? 

Mr. Coryrer: Well, they get two passes on that basis, they get a round 
trip pass. 

Mr. Poutsor: Mr. Colyer, will you please compare the item on page 12, 
$2,832,000 and divide it by the weight of the mail carried in 1940 on page 6; 
is it not true that the cost of mail carrying is a little more than $3 per pound? 

Mr. Cotyer: Yes, during that particular period. 

Mr. JackMAN: ° And you paid, how much a pound? 

Mr. Cotyrr: I said the cost of carrying it—that is shown on page 6—we 
carried 9,327,000 pounds of mail—and on page 12 it shows that we received from 
the Post Office Department $2,800,000. Then you divide the one figure into the 
other and it gives you around $3 a pound. 

Mr. Pounior: Now, Mr. Colyer, will you please tell us if there is any 
increase in the frequency of air mail due to the fact that the services that 


_ existed were profitable, in other words, was the increase in the frequency of 


mail due to the fact that the quantity of mail was so big that it could not be 
handled by one service? 

Mr. Conyer: You mean, did the second transcontinental increase the 
volume of mail? 

Mr. Povuntor: Well, I will give you an illustration; take, for instance, the . 
service between Ottawa and Toronto, is it a double service now? 


Mr. Cotyrer: We now operate five round trips a day. 


Mr. Pouttor: Now, was that increased from one to two because the first 
service was so profitable to the company that the company could not handle 
the mail in the first service? 

Mr. Cotysr: No, sir. 


Mr. Pounior: Then was the increase from two to three for the same reason 2 
and from three to four and from four to five? 


Mr. Contyer: No. 
Mr Povuior: Then, what was the reason? 


Mr. Cotyer: Well, the answer to your question is rather involved. It 
requires a certain cost to set up an air line operation to operate one trip a day; 
you probably have a cost of operation over a dollar a mile for each mile flown. 
When you double that and treble it and quadruple it and bring it all down 
you are finally getting to a cost where the fixed charges on your system are 
relatively low, where your cost of operation per mile is half or even a third of 
what it was originally; so that the additional trips put on between Toronto: 
and Montreal while they do not give any increase in the volume of mail in 
proportion to the number of trips they were aided by the mere fact that they 
provided greater efficiency in the use of equipment and ground personnel, and 
everything, and brought it up to a point where the passenger loads that were 
being carried more than off-set the additional cost of putting on the additional 
trips. 

Mr. Pounior: Therefore, Mr. Colyer, it was a disguised form of govern- 
mental subsidy. 
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Hon, Mr. Hower: No; it is just an attempt to make the passengers pay 
some of the air mail rates by putting on the five trips; getting passenger revenue 
there to carry the reduced cost of carrying the mail on that particular trip. 

Mr. Maysank: Mr. Colyer, at what point do you reach the condition of 
constancy respecting cost? You said that on the second trip there is a consider- 
able reduction in cost and on the third trip there is a further drop and so 
forth. Now, of course you cannot get it to the point where eventually you get 
it down to the point where it costs nothing. Have you found that point? 

Mr. Cotyer: I heard a learned professor one day say that when you got 
it down to eight trips between two points and then you added an additional 
trip you got a very little reduction in the overall cost. I do not beleive that 
is correct. 

Mr. Maysank: You do not think eight is the right figure? 

Mr. Coutyer: I think it is higher than that. For example, to-day the 
American air lines operate 23 trips a day between Boston and New York. It 
would be my guess if they put on the twenty-fourth trip there would be very 
little effect. on their per mile cost. I think it is a lot higher than eight. 

Mr. Maysank: At any rate, between Ottawa and Toronto you have not 
reached that condition yet? 

Mr. Couyrr: No, sir. 

Mr. Mayxpanxk: You would expect a further cost reduction in the six trips; 
is that right? 

Mr. Couyer: Yes. | 

Mr. Maypanxk: You think it would be a higher figure than eight which the 
learned professor mentioned? 

Mr. Cotymr: Yes. 

Mr. Povuuiot: This does not include the cost of airports? 

Mr. Cotyer: It includes the cost— 

Mr. Poutior: Airports are not built by your company. 

Mr. Cotyer: No, but we pay rent for the use of them. 

Mr. Povuttiot: You pay rent for the use of them? 

Mr. Conver: Yes. 

Mr. Poutiot: Every company using these airports is probably doing the 
same. You pay rent. How is the rent calculated, according to the service or 
how is it calculated? 

Mr. Cotyrer: We pay $150 a month for the first schedule and $100 for each 
additional schedule. 

Mr. Poutior: That is standard. 

Mr. Cotyrr: Yes, that is generally speaking. That is not exactly correct. 
Initially we made our arrangements with the municipalities, and most of them 
were made on that basis of $150 a month for the first schedule and $100 for 
each additional one. But with some of'them we were not able to make exactly 
that sort of arrangement, but they are similar to that. Since all of the airports 
are operated by the Department of Transport we pay them. 

Mr. Poutior: Have you a similar arrangement with the St. Hubert airport? 

Mr. Couyrr: Yes. 

Mr. Pouuior: There is an airport there which you use, of course? 

Mr. Cotyrer: We pay rent there on the scale that I have just mentioned. 

The CuairMAN: Gentlemen, we do not want to curtail discussion, but we 
should like to get through with these reports. 


Mr. Poutior: Just a moment. Therefore your expenditure for airports is 
not a capital expenditure? 
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Mr. Cotyrer: No, it is an operating expense. 


Mr. JackMaAN: Last year it would appear the T.C.A. received from the 
Post Office Department $2,832,863, and the revenue that the Post Office Depart- 
ment calculate they received from the air mail was $1,854,000. Therefore there 
was a loss to the Post Office Department of some $978,000 odd. Would the 
gentleman from the Post Office Department give us a corresponding figure 
since the inception of the mail contract with the T.C.A.? 


Mr. Coorican: I have not got them here but I can provide them. 


Mr. Jackman: Would you put them on the record for us? I am referring to 
the deficit which the Post Office Department shouldered as between the revenue 
they received in connection with air mail and the amount they have paid 
to the T.C.A. for carrying the mail. 


The CHarrMaNn: For the total period? 
Mr. JACKMAN: Yes, since the inception, year by year. 


Mr. Maypank: It would really mean adding this year to last year’s state- 
ment. 


Mr. JAcKMAN: How many years have the Post Office Department had a 
contract with the T.C.A.? 


Mr. Coouican: Since 1937. 

Mr. JAcKMAN: How old is the T.C.A.? 
Mr. Coouican: Since 1937. 

The CHAIRMAN: Shall this report carry? 


Carried. 


The CHAIRMAN: Page 10. 
Mr. ENGLISH: 
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BALANCE SHEET AT 
ASSETS 

Current Assets: 
REG SHE ECM a coNe oN ea hast MRSA LLnL TASER ER i ER Te $ 503,061 64 
AVorking Bund tAdyanees {is 24, Moe eens Sone Cee 3,718 35 
mpecial’ Deposits oo uZiesi ahs Ui at ES etsy 2,067 73 
Accounts PH ecei Pa DLe2. (sa veos bis soo ee ee ee eee 475,206 73 
Trathe balances {Receivables osc. ome ee ee ce 139,791 66 
Balances; Receivable; from \Apents ‘42 sees cro 21,676 71 
Motor Kuels*and: Cubricating: Oile ese eae 8,298 85 
Materials and Supplies feet aac er ke lee 294,838 90: 


Other Currant A seetsawe 26 ccceie iene eee nate ne 14,066 80: 


$1,462,727 37 


Deferred Debits: 


Prepayments —-Inguranceh.2) clan cue ee hoe eee aes, $ 27,441 04 
Other Deferred * Debits ac ae eel bie eee te 2,871 45 
30,312 49 


Capital Assets: 
Propertyeend sHquipment hen es cone ves ae ae eee tLe $4,858,548 73 


Less Accrued Depreciation 444 eso ves eee Cee ae 1-Se2/l5a07u 
SecleeeaEEEee 3,526,395 02 


$5,019,434 88 


The Cuarrman: Gentlemen, before you proceed with the discussion of this 
portion may I say that probably we ought to let the officials of the Post Office 
Department go, and before doing so I should like to thank them for their 
courtesy. 

Mr. JACKMAN: Perhaps I should add one more question to the questions I 
asked. Would they set forth opposite each year on the schedule of operating 
revenue the receipts from air mail and the amounts paid to the T.C.A. Just 
what the rate was for each year. It has been reduced from 60 cents to 45 cents. 


Hon. Mr. Howe: It has always been the same. 

Mr. Maypank: Until recently. The 45-cent rate has gone in operation 
now? 

Hon. Mr. Howe: Yes. 


Mr. JAckMAN: What is the present status of the contract between the 
Post Office and the T.C.A.? There was some amendment to the original 
agreement. 


Hon. Mr. Howe: Yes, an amendment to the Act deferred the automatic 
feature of the contract which allowed us to reduce the rate. There was a new 
contract to be made in 1941 and it provides a 60-cent rate till the Ist of April 
and a 45-cent rate thereafter. The change in the Act allowed us to give more 
reduction on the air mail than the automatic feature calls for. 

_ Mr. Coontcan: That goes into force on order in council. The contract 
originally made with the T.C.A. exists for ten years subject to variation in price 
which is done by estimating the amount of business done year by year, worked 
down according to the automatic feature of the contract. 
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Bist DECEMBER, 1940. 


LIABILITIES 
~ Current Liabilities: 
BA OCEPTL ER EA DOLE heehee se wate Nc basteyenc aie Wee ain a el abe fat al susie $ 390,542 64 
ratin Ml alanceds Ee BY AIG < aa ahs carte sisicle aie r vie as! eMPsls ole 18,913 19 
Salaries ANd Wares. se wiek code ed as Covi de piewlol ss swe mae 57,103 85 
YE Pre tia sik DATEL Ga Sew eter eee oat ero a Sea sare 8 ayes¥ bel tare 43,173 69 
ae $ 509,733 37 
BEE OT LCE EAE CLLA CR reps 5 ear aed PEI oh outs Shin Las Iorle’ ye ah aite of pr alee sh avehelaegye, Goi ¥as'e 8p « 33.60) W12 
REP HUTA TCOs CSET VG c oie edie alee ead ce hinpcinet Rel sla le eprenwis of aelavere Slots tae a ors 206,827 24 
Capital Stock: 
Common Stock Subscribed—Par. Value ................. $5,000,000 00 
Less Uncalled Subscriptions to Common Stock .......... 1,250,000 00 
a 3,750,000 00 
Breer CS me an nr oe kar ree As es ENE abstsl sratwanls oh ols Seale aoa anti al aaa ia dienalole A @ eile Bat ab ey 539,263 15 


$5,019,434 88 


Ti Ho COOPER: 
Comptroller. 


CERTIFICATE OF AUDITORS 


We have examined the books and records of the Trans-Canada Air Lines for the year 
ended the 3lst, December, 1940. 

We certify that. in our opinion, the above Balance Sheet is properly drawn up so as 
to exhibit a true and correct view of the affairs of the Air Lines as at the 31st. December, 
1940 and that the relative Income Account for the year ended the 31st. December, 1940 is 
correctly stated. 


GEORGE A. TOUCHE & CO. 
Chartered Accountants. 
18th. March, 1941. 
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Mr. JackMAN: I have never seen the original contract. It is available, 
is it? 

Hon. Mr. Howe: The original Post Office contract? 

Mr. Coouican: It is in the Act itself. 

Mr. Jackman: In the statutes? 

Hon. Mr. Howe: Yes. 

Mr. JAcKMAN: The amendment is in statutory form too? 

Hon. Mr. Howe: Yes, that is right. 

Mr. JackMAN: As I recall it the automatic feature was to the effect that 
if the T.C.A. showed a profit that most of it or all of it was to be used in reducing 
the rate. 

Hon. Mr. Howe: Half of it. If we kept the automatic feature in we would 
have paid 53 cents a mile this year. Instead of that we are paying 45 cents a 
mile for the last eight months. - 

Mr. JaAcKMAN: The T.C.A. is doing exceedingly well, judging by this 
balance sheet. 

Hon. Mr. Hows: Yes, they are doing all right. 

The Cuarrman: I think probably we should release Mr. Coolican and I 
should like to thank him and his assistant on behalf of the committee for their 
courtesy. 

Mr. Emmerson: I should like a further breakdown of the accounts receiv- 
able. Of what do they consist? 
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Mr. Cooper: Amounts due by the Post Office amounting to $259,000 for 
the carriage of mail. 


Mr. Emmerson: $259,000? ; 
Mr. Cooper: $259,000. 
Mr. Emmerson: What are the others? 


Mr. Cooper: Department of Transport, $38,000, Department of Munitions — 
and Supply, $25,000, National Defence department, $10,000, British Ministry — 
of Aircraft Production, $15,000, Canadian Pacific Railway air services, $9,000, © 
British Overseas Aircraft Corporation, $4,000, and different provinces for | 
refund of gas tax. | 

Mr. Maypanx: You do not pay the provincial gas tax? 

Mr. Cooper: We pay it and collect it back. | 

Mr. Nicuouson: The amount of $21,000 balance receivable from agents — 
is collectable, I presume? ‘| 

Mr. Cooprr: Yes, no doubt of that. 

Mr. Ross: In the 1939 report there was no item for other liabilities. In ~ 
the 1930 report I notice there is an item of other liabilities to the extent of 
$43,173. Roughly speaking, what does that include? ) 

Mr. Cooper: $43,000? We have some contractors’ retained percentages © 
and some provision for taxes. 

Mr. Ross: There was nothing like that in 1939. 

Mr. Cooper: Presumably not, no. | 

Mr. Ross: This is broken down mainly in the two items? | 

Mr. Cooprsmr: Yes, it is in two items. 

The CHatRMAN: ‘We shall now turn to page 12. 

Mr. Gray: I should like to go back to the point raised by Mr. Emmerson. | 
I can understand the Post Office item and the provincial item, but I do not 
understand how these other amounts are made up. Are there services rendered 
in connection with them? 


Mr. Cooper: Apart from the Post Office Department? 

Mr. Gray: Yes, I can understand the Post Office and the gasoline rebate. 

Mr. EneuisH: We are doing repair work, instrument repair work for the — 
Royal Canadian Air Force. | 

Mr. Gray: National defence? 


Mr. Eneuiso: Yes, and the Department of Munitions and Supply have 
repairs on aircraft. They are all items of that nature. | 

Mr. Emmerson: There are no services such as express and passenger 
service, transportation? 

Mr. EneuisH: No. 


Mr. Hazen: I should like to ask, Mr. Chairman, if this company owns 
any real estate, 


Hon Mr. Howe: It owns hangars. 


Mr. Hazen: These hangars would be built on the land. They own the 
hangars on the land but the land belongs’to somebody else? | 

Mr. Cotyer: We have a fifty-year lease at each place where we have — 
a building. 

Mr. Hazen: You have a fifty-year lease on the property that you have 
your hangars on? 

Mr, CotyErR: Yes, sir. 


Mr. Hazen: At the end of that term who owns the improvements? 
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Mr. Coryer: We have set up in our operating costs a depreciation 
account. We depreciate a building over the fifty-year lease so it does not have 
any value on the books of the company at the end of the lease. The different 
leases that we have made with different municipalities provide different arrange- 
ments. It provides for renewals of the leases or we would have the privilege 
of disposing of the building or we could remove the building. 


Po Hazen: I thought you said you paid $150 a schedule for the rent 
of the— 
Mr. Cotyrer: For the use of the air field. 
Mr. Hazen: What does that amount to? 
Mr. Coryer: $150 each a month, $1,800 a year for the first schedule. 
Mr. DonnetLy: What do you write off for depreciation? 
Mr. Cooper: 2 per cent. 
Mr. ENGLISH: 


INCOME ACCOUNT 
YEAR ENDED 31st DECEMBER, 1940 


Gross Revenue: 


PEABRO Ne Mal ee aie, ah as 6) AD kb ail oh oes Meaty aba y WMA a) by Saag MA $1,574,217 33 
RE ee Aa A Ba, Sy Phi AoA UR TAR Wr x WM a SN Sle IN UE ee 2,832,363 20 
Wg ang yas PNRM ASE! SPURT OUNCE ST OS DP ae A) eA We 39,488 84 
IR ROCRs in BOAO ere ime CoO ben, lcm DUN giuie ira, a 9,192 36 
Other! UUrAnSpOTTARIOM PZ merle S022 Ue em Uate daperas erate 27,744 63 
Pcilen Lara Servecee ta Lait Re ti asic a An aaa ha UGE ihe dha alte 109,377 03 

aM eS cee MNO cic Lae UT ATPL gs RAE OU (aE A $4,592,383 39 

Operating Expenses: 

Aircraft— 

Operation and Maintenance........ $2,041,590 04 

Den Pecrabiors iis cee hal we) Whee ak 595,723 68 


Ground Facilities— 


Operation and Maintenance........ $ 688,869 99 


TISD Ee RTARLON yf siQeie Winn) aie afer ose en wel 105,775 50 
—————_—— 794,645 49 
ICT ACT GRE HER VICES Hira. Shae) Ine hate esas Oe MA AYRM SSS aNe 63,830 97 
Mrafic waned General Administra IOI) iver Wars > d)piel Wiarerk sie inl 301,256 51 
TLLEENA CA SCR ATARI Wel erates corse Cr Oria haa) al Guana pant abeays in adda! hata te! 58,887 35 
PKC aS SLC ere a ela mie gh bute a Gd! acalatah gual soit at teaiva et bid le 9,686 20 
FRLETER EON ACA DI Cals LD VELOC Ws Ole gine Wtimiaialaye de ale a '4/elle ioe 187,500 00 
of BYDY ao We Uk ay! Sgt EAS ME CON LN oA eM Gem A oR OR PD $4,053,120 24 
SS UTI DLE Mere wee Cpe ey ca sg HUMANE 400 oF AR UASR Una Se tia esti ap Aol 9/1 © $ 539,263 15 

STATISTICAL DATA 
YrEAR Enpep 3lst DECEMBER, 1940 

Route Mileawe, Operaved soe Oe ess le oie eng ea Reiane, salle a) Wis) a 0a fo ate 3,662 
Plane Miles Flown—Revenue...........5 2s seeee ete e eee eeee 4,770,219 
Plane Miles Flown—Training...........-.22. cece cece cece eres 488,765 
Revenue Passengers Carried... fi). edie baal eee ae Ge 53,180 
Percentage of Passenger Occupancy..........-seee seer eter ees 63% 
Average Passenger Journey—Miles.............s sees eee eeee 551 
Waid POY RIG A), CROURELA SIH ict sve ares a. os Scalia al a laca telat ial la at em ‘agi vol ied 927,037 
Express Carried (Pounds).......-... se eee ee eee eee teens 105,788 
Excess Baggage Carried (Pounds)..........sseeee reese etree 50,559 


Mr. Jackman: The percentage of passenger occupancy, 63 per cent, is 


not quite the same as was given to us before. 


Mr. Conver: That is the entire system, and when I gave you 74 per cent 


I was speaking of the Transcontinental. 
The Cuairman: Is there any further discussion? 


$2,637,313 72 
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Mr. JACKMAN: Yes. 


Mr. Ross: Under the “Income Account” what are these incidental services, | 


$109,377.03? 
Mr. Coutyrer: That is on gasoline and oil and the sale of services to the 
Department of Munitions and Supply and the R.C.A.F., and so on. 


Mr. Gray: How does that percentage compare with the Trans-Canada lines 
in the United States? ; 


Mr. Coryrr: I think our load factor is higher. 
Mr. JACKMAN: Inasmuch as we have not get competing lines to compare with 


this, could you tell us something about your operating ratios as compared with 


the American Lines? 
Mr. Cotyrer: They are just about the same. 
Mr. JAGKMAN: You are not higher than the typical American Lines? 


Mr. Cotyer: We are higher than some—97-3. There may be some that are 
higher. 


Mr. JACKMAN: You are a fast growing company; it might be expected that 
you would have some developmental expenses which some of the older lines in 
the States would not have. | 

Mr. Cotyer: We have had them every year. 


Mr. JACKMAN: But your operating expense to your gross revenue compares 
favourably with the American Lines? 


Mr. Cotyrr: Well, some of the air lines down in the States made a very 
large profit and some of them lost money. It worked out that Trans-Canada 
showed a profit at the end of the year of over $500,000. I think the American 
Air Lines showed a profit of approximately $2,000,000 last year. 


Mr. JACKMAN: It is a little difficult to ask the management whether or not 
it is good, because we have no way of telling inasmuch as we have not got com- 
parable air lines against which to check your results; so I am really asking for a 
frank statement from the management as to how its costs are as compared with 
its revenue, also how its administrative charges compare as to percentages of its 
total revenue, comparatively speaking. 

Mr. Cotyer: I do not know whether I should answer your question directly 
or not, because I might be accused of belittling ourselves or of boasting, one way 
or the other. 

Mr. JACKMAN: That is all right. 


Mr. Cotyrer: We think Trans-Canada Air Lines has operated efficiently, 
or with an efficiency comparable with the air lines in the United States. At least, 
we hope that it has. 


Mr. JACKMAN: I am sure the spirit and endeavour is there but does that. 


result suggest the same conclusion? 

The CuatrMan: Do I understand that you are asking for a definite report 
with regard to their operations? 

Mr. JAcKMAN: I should like to know how it compares with comparable lines 
in the States as regards certain definite ratio lines of management. 

The CHAIRMAN: Probably the officials would be prepared to supply you with 
a report but it might Just as well not go into the record. 

Mr. JAcKMAN: I should think there is no secret about. it. 

Mr. Cotyrr: I think Mr. Howe could probably tell you; he knows about 
the air lines in the States and he knows about Trans-Canada. 


Hon. Mr. Howr: We have certain factors that work against us. Our 
planes cost about 50 per cent more than the planes in the United States on 
account of the duty. Our gasoline costs probably 50 per cent more than in 
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the United States. Even absorbing these costs, I think that our efficiency 
compares very well with the situation in the States. As we develop traffic 
here, I believe we are headed for just as low rates in Canada as they have 
in the United States, and I think we can still offer those rates and maintain 
profitable operations. 


Mr. Jackman: For instance, “Traffic and general administration 
$301,256.51” against a gross revenue of $4,592,383.39 does seem like a pretty 
fair percentage for a line of this size. 


Mr. Coryrr: I would say that our costs in that respect are lower than the 
average costs in the United States. We have made those comparisons ourselves. 
Where we are handicapped is in our operating costs; that is, the expense of 
buying equipment, buying spare parts, and so on. We have figures, and I 
think our figures are fairly accurate, and these figures of our operating costs are 
increased by 20 per cent on account of the direct taxes that we are required to 
pay in the way of duty, sales tax and so on. We might go just one step further 
and show you that you have got a fairly satisfactory picture as far as Trans- 
Canada Air Lines is concerned when you take that into consideration. It was 
mentioned a little while ago that the difference between the income of the 
Post Office Department and the amount it paid Trans-Canada to perform the 
services was approximately $1,000,000 for the year 1940. Of that $1,000,000 
Trans-Canada has $539,000 in the bank. It is still the property of the Dominion 
Government. Twenty per cent of our operating costs were direct contributions 
to the Dominion Government. Twenty per cent of $4,000,000 gives you nearly 
$800,000 which the Dominion Government collected on account of the operation 
of the Trans-Canada Air Lines. So, when you take the whole thing into 
consideration, the fact that Trans-Canada is owned and operated by the 
Dominion Government and the Post Office Department is owned and operated 
by the Dominion Government, you have something net there besides the money 
which Trans-Canada has in the bank. 

Mr. JAcKMAN: I am sure the minister will be very glad I asked the question. 

Mr. Donnetty: I move that the annual report of Trans-Canada Air 
Lines be adopted. 


Mr. JACKMAN: I have one or two questions yet, Mr. Chairman. Did the 
fines teats have any deficits for which cash was advanced by the govern- 
ment? 

Mr. Cortyer: Yes, sir. Until this year we had a deficit every year. 

Mr. JAcKMAN: Which was advanced by the government? 

Mr. Couypr: Under the Trans-Canada Act we were reimbursed in the 
amount of our deficit each year. 

Mr. Jackman: I wonder if we could have that set forth in a table in the 
evidence? 

Mr Conyer: We have the figures here. 

Our deficit for 1937 was $11,005.07. 

For 1938 the deficit was $818,025.86. 

For the year 1939 our deficit was $411,656.59. 

Mr. Jackman: I notice you have “Interest on capital invested $187,500.” 

It is rather odd to describe what you are paying for capital stock as interest. 
| Hon. Mr. Howe: It is so stated in the Act. The Act provides that the 
railway will be paid 5 per cent interest on its investment. 

Mr. JAcCKMAN: Even though it is stock? 

Hon. Mr. Howse: Yes. 

Mr. JaAcKMAN: It is obvious that the air lines is becoming embarrassed 
with the working capital in the form of cash Just now. 
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Hon. Mr. Howe: No. 
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Mr. JAckKMAN: What are you going to do with it, buy some of the new. 


loan or declare a dividend? 

Hon. Mr, Howe: If it gets too burdensome we may use it to retire stock, 
or something of that sort. 

Mr. Cotyrr: The earning of $530,000 last year has precluded the necessity 
for our calling in some of the authorized capital stock. We have still $1,250,000 
worth of capital that has not been called, 

Mr. JAcKMAN: Are the fares on the planes subject to this new 10 per 
cent tax? | 

Mr. CoLysrr: Yes, sir. 

Hon. Mr. Howe: Gasoline is also subject to the 3 per cent tax. 

Mr. Hanson: Mr. Chairman, I second Mr. Donnelly’s motion. 

The CHatrMAN: Gentlemen, it has been moved by Dr. Donnelly and 
seconded that the report of the Trans-Canada Air Lines be adopted as read. 
All in favour. (Carried). Jia hec 

Just before we declare it fully carried I should like to refer to your point, 
Mr. Hanson, about our not having completely covered this first part of the 


report signed by. Mr. Hungerford. We had better get it straightened out — 


before it goes in. 
Mr. Hanson: You stopped reading at “ Property and Equipment.” 
The CuairMANn: I thought we read it all, 
Mr. Hanson: You did not read page 7 at all. 
Mr. JACKMAN: You stopped there. 


The CHatrman: , Is it your wish that the whole thing be embodied in — 


the record? 
Mr. Hanson: I so move. 
The CHarrman: Is it the intention of the committee to meet to-night? 


Mr. McCuttocu: I move that we meet at 8.30 o’clock; there are a lot 


of these officials from Montreal who want to get back. 
Mr. Donnetiy: I second that motion. 
Mr. JAcKMAN: I object to the motion. 
The motion carried: 


The CuHamrMan: The next is the annual report of the Canadian National 
Railway system. Mr, Hungerford would like to make a few observations in 
connection with the Canadian National Railways before we proceed with the 
consideration of the report. 


‘Mr. Huncerrorp: I should just liké to touch on a few of the highlights 
of the report and the affairs of the company in 1940. The statement I have 
prepared reads as follows:— 

As supplementing the annual report of the Canadian National 
Railways, the following observations will, I think, be of use to the 
committee :— 

The gross revenues of the Canadian National Railways in 1940 were 
$247,500,000. After the payment of all operating expenses, the net 
operating revenues were $45,000,000, an improvement of $24,000,000 
over 1939. From net operating revenues were deducted taxes of $6,250,000 
and other charges, leaving $38,000,000 for fixed charges. The fixed charges 


were $53,000,000,, $49,000,000 of this being interest on securities in the _ 
hands of the public. The railway failed to earn by the sum of $17,000,000 — 
its total fixed charges of $53,000,000. As stated in the annual report, — 
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your directors are hopeful that this year the property will earn its fixed 
charges, provided that there is no considerable disturbance in present 
traffic levels, wage scales or material prices. 


The following facts regarding the performance of the Canadian 
National Railways in 1940 indicate the increased efficiency of operation 
on the system: 


The average amount of freight carried per train was greater than 
in any previous year. 

Freight was transported over the rails at an average speed 
approximately 40 per cent greater than in 1923. 

Freight train performance per hour was the best ever attained, 
being an improvement of more than 75 per cent since 1923. 

The utilization obtained from freight cars was greater than ever 
before. 

Fuel efficiency in freight service was the highest ever attained. 

The number of freight cars in need of repairs was the lowest 
on record. 


The effect of this general improvement in efficiency measured in 
dollars and cents is seen in a comparison of the operating results in 1940 
with the operating results for 1924. The gross revenues were almost 
identical in those two years, but the net revenue in 1940 was $26,000,000 
greater than in 1924. Furthermore, during the intervening years, 1924- 
1940, the average revenue received for hauling freight (per ton mile) was 
reduced by 11 per cent. Had the same average freight rates been in 
effect in 1940 as in 1924, the net revenue last year would have been 
improved by an additional $25,000,000. Comparisons with other years 
show the same continuing improvement in operating performance. 

The 1940 operating ratio—that is the relationship of operating 
expenses to operating revenues—was the lowest for any year in the 
system’s history. 

As mentioned in the annual report, Canada’s participation in the 
war has brought greatly increased demands upon the national railway 
system and upon the railways generally. During the great war 1914- 
1918, Canadian railways performed a magnificent task, handicapped as 
they were with uncompleted lines and inadequate equipment but not- 
withstanding tremendous efforts, congestion did occur and_ traffic 
embargoes were numerous. At the present time the freight traffic volume 
is 45 per cent in excess of the peak year of the last war, a fact not 
generally recognized. The increased tonnage is, moreover, being handled 
without serious delays to traffic. . 


The Cuatrman: I will now ask you to proceed with the report, Mr. 


Armstrong. 


Mr. Armstronc: This is the report of the Canadian National railways 


system for 1940. It reads:— 


Montreal, 19th March, 1941. 


The Honourable P. J. A. Cardin, K.C., M.P., 


Minister of Transport, 


Ottawa. 


Str —In conformity with sections 14 and 15 of The Canadian National— 


Canadian Pacific Act, 1936, the Board of Directors submit the following report 
of the operations of the Canadian National Railways for the calendar year 1940. 
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RESULT OF OPERATIONS 
Increase or © 


1940 1939 Decrease 

Operating Reveniies Cue loa, ete eee $247 ,527,224 81 $203,820,186 62 $43,707,038 19 | 
Onerating | Expenses \ts sn fe. ee 202,519,812 88 182,965,768 18 19,554,044 70 
Net Operating Revenue.............. $ 45,007,411 93 $ 20,854,418 44 $24,152,993 49 
Other Income and Profit and Loss 

TLeGuIrenients |. Ge hale cial. oats he 11,532,968 88 10,219,395 11 ae Pisa yy 
Net available for Interest............ $ 33,474,443 05 $ 10,635,023 33 $22,839,419 72 @ 
Interest on Funded Debt held by Public 48,701,523 73 49,814,377 90 1,112,854-17 & 
Interest on Government Loans........ 1,737,963 50 916,165 01 821,798 49 © 

Cap ADEM ey Nai Rl, emia $ 16,965,044 18 $ 40,095,519 58 $23,130,475 40 


Canada’s participation in the war has brought greatly increased demands 
upon the National Railway system. These demands have been met in full. 


It is gratifying to be able to report an improvement in the financial results. — 
It will be noted net operating revenue, which represents the amount of gross — 


revenue remaining after the payment of all operating expenses, was $45,007,000. 


lowest in the history of the system. Of every additional dollar of revenue, 


al 
This is an improvment of $24,152,000 or 116 per cent over the corresponding — 
figure for 1939. The operating ratio in 1940 was 81-82 per cent, which is the — 


operating expenses absorbed 45 cents, leaving 55 cents available for taxes and — 
fixed charges. Net available for interest was $33,474,000, an increase of g 


$22,839,000 over 1939. 


Operating Revenues 


Operating revenues totalled $247,527,000, an increase of $43,707,000 or — 


21-4 per cent over the preceding year. The increase was singularly uniform 


over the different services: freight revenues increased 21-4 per cent; passenger — 


revenues 21:8 per cent; and mail, express and miscellaneous revenues 21-4 
per cent. The increase on the lines of the company in Canada was 22-7 per 
cent and on the lines in the United States 14-5 per cent. 

Freight revenue increased $34,307,000; passenger revenue $3,885,000. Details 
of the traffic handled are shown elsewhere in this report, but the bare statistical 
tabulations inadequately record the increased use of rail transportation in the 
national war effort. Behind these figures are to be discerned the movement of 
large numbers of men for training and active service, the long trains of construc- 
tion material and equipment moving to new training centres and munition plants, 
the supply of war materials to the places of manufacture, and the ever increasing 
movement to ocean ports of war materials and the products of the mines, forests 
and farms of Canada. 


Operating Expenses 

Operating expenses totalled $202,519,000, an increase of $19,554,000 or 10-7 
per cent over the preceding year. The relationship between increased revenue and 
expense is considered satisfactory, and the railway and its equipment have been 
adequately maintained. 

The additional traffic created additional employment for railway workers. 
The number of employees increased by 4,702 to 82,831. 

Prior to 1940 it was the practice of the railway to charge operating expenses. 
with the loss on equipment destroyed or worn out in service when the equipment 
units were retired permanently from service. It is improbable there will be in the 
immediate future retirements on the same scale as in recent years, and in order 
that the operating expenditure accounts for each year may bear their propor- 
tionate share of equipment retirement costs, irrespective of the date of retirement, 
the directors decided to adopt depreciation accounting on rolling stock and 
floating equipment owned by Canadian National-Canadian Lines, effective from 
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January Ist, 1940. A similar practice by Canadian National Lines in the 
United States has been in effect for some time under regulations of the Interstate 
Commerce Commission, so that there is now in effect throughout the system a 
uniform method of accounting for equipment retirements which conforms to the 
general practice followed by Class I roads in the United States. The deprecia- 
tion charge against the 1940 rail line operating accounts was $11,307,000. 


Other Income and Profit and Loss Requirements 

The accounts in this group show an increased charge of $1,313,000 over 
1939. 

Taxes amounted to $7,039,000, approximately the same as in 1939. This 
figure is exclusive of sales taxes which are added to the cost of materials and 
which amounted to $4,214,900 in 1940. The net operating income from hotels was 
$502,000: the corresponding amount in 1939 was $302,000. The net cost of 
acquiring United States and sterling exchange increased $1,151,000. Per diem 
payments for foreign line freight cars increased $560,000. 


Interest Charges 

The total requirements for interest on funded debt held by the public in 1940 
were $48,701,000, being $1,112,000 less than in 1939. 

Interest payments to the Government on temporary loans for capital pur- 
poses were $1,737,000, being $821,000 more than in 1939. 


Cash Deficit 

The net operating revenue for the year 1940 was $45,007,000. Taxes, interest 
on funded debt, interest paid to the Government, etc., totalled $61,972,000, 
leaving a cash deficit for the year of $16,965,000, an improvement of $23,130,000 - 
compared with 1939. Full details are given in the accounting statements accom- 
panying this report. 


CAPITAL EXPENDITURE ACCOUNT 


The net expenditures on property investment account for the year 1940 
amounted to $17,398,971, made up as follows: 


LigWIDMen te Hur Chased MOL DULIGH eee clo ew se Wiehe wie clatter Meh Bie ue eee aie $17,098,358 
HL anata Leer GLICO ah tus cemn ye ne ees ah seg as, Ue Lie Ne ery earns urate cere” 8,348,943 
General vbetterments) to “equipment. i. oo. far a PR, Swot 
Equipment conversions and-'transfers..... 6. sch ace es weeds 168,325 
Express and miscellaneous equipment..............ececccecces 169,738 
oar wexoensionm pated Ureobe sUeL. Goi... ') sala eee ee ta Rhee P 134,673 
New engine terminal at Hairyiew, N.S .c.560 cele ee cc slew 305,608 
Locomotive erecting shop at Moncton, N.B.................00. 290,416 
Coaling plants at Campbellton and Chipman, N.B............. 41,918 
Track ‘extensions on New Glasgow division, N.S............. 98,454 
racks exfensionsuat lure eNO ks 66. VEL eae OS a ee el 85,583 
Wearieex ensigns doy MOUCLOTAINGD fsb i. CMe aA does sepals 220,190 
Mongreals Terminal: Development 0.0 s. ss Gomes es eee sas ebay 3,599,076 
General additions and betterments, less retirements........... 3,815,903 

$17,398,971 


The extension and rearrangement of yard, terminal and track facilities 
above referred to were necessary for the efficient handling of the increased 
traffic to and from Atlantic ports. 

The following equipment was acquired during the year: 2,765 box cars, 
500 flat cars and 25 Northern type locomotives (all of which were ordered in 
1939 to meet anticipated war requirements), and 5 mail express cars, 4 coaches, 
25 baggage cars, 60 refrigerator cars, 150 ballast cars, 15 cabooses and 21 
work units. 

The following equipment was retired during the year: 25 locomotives, 
2,018 freight train cars, 23 passenger train cars, 834 work units and 6 units: 
of floating equipment. The loss has been charged to depreciation reserve. 
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FINANCE 


No security issues fell due for retirement during the year other than the 
normal annual payments of principal under equipment trust, sinking fund 
and serial issues, which totalled $8,548,182. This amount was financed through 
temporary loans from the Government, 


No public financing was done. Under an arrangement made between the 
Government, the Canadian Pacific Railway Company and Canadian National 


Railway Company for the acquisition by the two railways of the additional — 


rolling stock ordered in 1939 to meet anticipated war requirements, to be 
financed in the first instance by the Government, a hire-purchase agreement 
was entered into by this company, dated December 7th, 1940, under which 
the company is obligated to pay a principal sum of $14,879,524 in fifteen annual 
instalments, 1941-1955, with mterest at the rate of 34 per cent per annum. 


Redemption of Debenture Stock 


The outstanding funded debt of the Canadian National Railway Company 
has included £24,624,455 of 4% perpetual consolidated debenture stock issued 
by the former Grand Trunk Railway Company of Canada, payment of the 
interest on which was guaranteed by the Dominion pursuant to the provisions 
of The Grand Trunk Railway Acquisition Act, 1919. Under an order dated 
October 26th, 1940, made by H. M. Treasury of the United Kingdom, such portion 
of the said debenture stock as was held by residents in the United Kingdom 
was transferred to the Treasury. The vesting price was £103.17.4 per £100 
stock surrendered, payable November 26th, 1940, plus £0.7.1 accrued interest. 
The vesting order was made upon the condition that the Canadian National 
Railway Company would purchase the stock from the Treasury at the vesting 
price. By Order in Council P.C, 6002 dated October 25th, 1940, made under 
and by virtue of the Canadian National Railways’ Financing and Guarantee 
Act, 1940, and the War Measures Act, the company was authorized to pur- 
chase the securities and the Minister of Finance was authorized to make loans 
to the company for the purpose, such loans to bear interest at the rate of 
34% per annum, to be repayable on demand and secured by promissory notes 
and by the securities so purchased. 


At the date of closing the 1940 accounts the amount of securities held by - 


residents of the United Kingdom had not been definitely determined, and the 
accounts have been closed on the basis that a total of £22,500,000 will be 
redeemed. Any necessary adjustment will be entered in the accounts for the year 
1941. The redemption of this amount at the prevailing sterling exchange rate 
effects a reduction in the outstanding debt of the railway of $5,503,500. This has 
been accounted for as a capital gain through the Proprietor’s Equity Account. 
The transaction has also resulted in an annual interest saving of $740,000, but 
against this the railway will lose the present benefit ($357,000) obtained through 
the payment of interest in sterling. 


Under date of December 14th, an offer was made by the company to 
acquire from residents of Canada their holdings of this stock at a price of 


94.55% flat in Canadian funds (equivalent to a sterling price of £103.17.4 per. 


£100 converted at the rate of $4.43 to the £) on January 15th, 1941, or at the 
sterling price if preferred by the holder. The stock acquired under the terms 
of this offer will be accounted for in the 1941 accounts. 
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Co-operation 
During the year the Board of Transport Commissioners granted permission 
to abandon the following lines of railway in co-operation with the Canadian 


Pacific Railway: 


From To Province Railway Mileage 
SIL OULE Wis hm Te: oe ee Montior® Jeb os... Cire bee i ig tk oy eee Cane Nateunm ie es 3 31.6 
Ria OO Met cee ety, Cushing betes «lak 5 Quebee showy mee Grant Nata ie cas! 24.6 
FASTEN ELON, bao \ant a shee! cs Heanvillaien ceed pee. Oita each ei HSB cyan hae amie Native) ait 37.9 
RATES EIN Cus teeta ares Oa) gt Nevist\ teat fag an Geos. PENG Nig UCLA MURAD Can Nate anion 9.5 
Reeds Deer ct... aan Rede Deer teiaw sry. Albertawes ). steer CanwNiatee flee. 51 

108.7 


In addition to the above, the Board issued a judgment recommending the 
abandonment of 18.9 miles of the Canadian Pacific and 12.6 miles of the 
Canadian National, between Dranoel and Medonte, in Ontario, but no approving 
order has yet been issued. The Board refused the application for abandonment 
of the Canadian National line between Louise and Deloraine, Manitoba, a 
distance of 56.7 miles. Application to abandon the Canadian Pacific line 
between Cataract and Fergus, Ontario (24.7 miles) was made during the 
year and this, with other previous applications in co-operation with the Canadian 
Pacific Railway and Northern Alberta Railways, representing 133.8 miles of 
Canadian National lines, 219.2 miles of Canadian Pacific lines and 29.8 miles 
of the Northern Alberta Railways, is now before the Board awaiting its decision. 


Branch Line Abandonments 


Applications were made during the year to the Board.of Transport Commis- 
sioners for permission to abandon the following Canadian National unprofitable 
light traffic branch lines: 


From ) Province Mileage 
Pe ar ROT LY 7. Wen eve Care ha Tae HMC RLY Oak ENB la a New Brunswick...... 28.8 
LAP IMO TS oil Ad aka orice a eee WOPOva wre: 5 hak) Ney oue COAT 1 oui es A he ne 
PIMA LOTS (a's Si hisce weed aa es FRAN PREOIITEM ce aa (arene ctitarsale Cy Fee W ia 61M UVES URS 8 On 7 
avail leis Line lo ete ee a tL Meschar tans: ieee. shke carne Pre bee ule ie. U. cunt) ala ie 
EPEC Poe: cc Rah no Utes Mme yi! sles t! Pus Sioa a4 BRI UE iA SU EEA RAD eS SONA I tc es tee 33.9 
ND ABCO! | 129 as Whe ae eee BD ESE TOTO Gp iSie fore soi. 0 cai se dead Shatin NAY LOW AY yat ts). ae a 6.3 
DUM RAR OD VOR es eke aid crete tian acetone ALOT CRORE esc c hc ie AA QOtaTIG Naren. lah eee 17.5 
PIN EOTIN Ss Woes eae. c eels WE Wit Herm preaal Sool baci ae vue aie OHeariO seek 22.9 
128.8 


The first three mentioned applications were granted by the Board: decisions 
are pending in the other cases. In addition, the Board approved of the applica- 
tion submitted in 1989 for abandonment of the line between Fortierville and 
St. Gregoire, Quebec, a distance of 27.3 miles. 


Special War Activities 


There are no limitations to the willingness of the company or its employees 
to serve the war effort in any direction. The company’s plant facilities and 
its skilled personnel constitute a reserve always available in time of national 
emergency, and this reserve is being utilized in numerous ways. Employees 
who have enlisted for active service number 1,859. Fifty-three officers and 
employees have been loaned to the Government for the duration of the war, 
and a large number of officers and employees with special qualifications 
have been loaned to the Government for temporary periods. The company’s 
Land and Survey Departments were employed by the Government to look 
after the acquisition of sites for airports, munition plants, ete. The St. Malo 
Shops at Quebec have been turned over completely to the Department of 
Munitions and Supply and the railway work transferred to other railway shops. 
The “Prince Robert” and “Prince David” have been taken over for naval 
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service by the Department of National Defence. The shipbuilding facilities 
of the company are being utilized for the construction of naval vessels; machine 
tools are being manufactured in the railway shops and preparations are under 
way for the manufacture of guns, gun carriages, etc. War saving stamps 
are on sale by all railway express and telegraph agents as well as in the shops 
and terminals. 


Outlook for 1941 


The outlook for 1941 is for a further substantial increase in traffic, and the 
directors: are hopeful the property will earn its fixed charges and will not 
require any appropriation by Parliament on deficit account. To accomplish 
this result the net revenue, aiter payment of operating expenses, will need to 
be in the neighbourhood of $63 millions, this being the amount required to pay 
taxes, interest due to the public and to the Government, etc. This forecast 
is based on present traffic trends and on a continuation of existing wage scales 
and material price levels. The situation of course contains many factors 
impossible of prediction, and the forecast will be viewed accordingly, but with 
these reservations the directors believe this year will afford an opportunity 
for the railway system again to demonstrate its ability to pay its way given 
an amount of traffic commensurate with its capacity. But much more important 
than the relief thus afforded to the national budget is the ability of the National 
Railway System to meet the needs for efficient transportation service required 
by the tremendous effort which the Dominion is making for the successful 
prosecution of the war. The railway will be tested durig 1941 as never before. 
The condition of the railway, its motive power and rolling stock is good. The 
employees are loyal, capable, and keen to do all that is required of them. 
The directors are confident the National Railway System will continue to meet 
all demands upon it in this most decisive period in Canada’s history. 


For the Board of Directors, 
Ss. J. HUNGERFORD, 
Chairman. 
Mr. Poutior: Could we adjourn until to-morrow morning? 


The CuarrmMan: It is now five minutes to six; shall we proceed with 
discussion or adjourn until this evening? 


Some Hon. Mrempers: Adjourn. 


The committee adjourned at 5.55 o’clock p.m. to meet again at 8.30 o’clock 
this day. 


(EVENING SESSION) 
The Committee Resumed at 8:30 P.M. 


The CuHatrman: Order, gentlemen. We finished reading the report before 
the dinner recess; now it is in your hands. 

Mr. Nicuoutson: I wish the president would make some reference to the 
possibility of wage increases during the year having some effect on the net 
revenues for the coming year. What is the present position in connection with 
the dispute over wages with the employees of the two companies? 


Mr. Huncerrorp: The matter is before conciliation boards at the present. 


time. That is all we can say. 
Mr. Nicuouson: I note there is a net income in connection with hotel 


operations of $502,000. Are there any of the hotels that have been operating 


at a loss for the year and if so would you tell us about them. 


Mr. Cooper: The Charlottetown hotel lost $4,636; the Pictou Lodge lost 


$6,507; the Fort Garry lost $31,105; Macdonald hotel lost $347; the Nova 
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Scotian had a profit of $84,000; the Chateau had a profit of $395,000; the 
Prince Arthur had a profit of $2,000; the Minaki Lodge, $5,000 profit; Prince 
Edward hotel $2,000 profit; Jasper Park $41,000 profit; the Bessborough $13,312 


profit. 


Mr. NicHotson: That is good business for the company. 

Mr. Hanson: What about the Vancouver hotel? 

Mr. Cooper: The Vancouver hotel is operated jointly by the Canadian 
National and the Canadian Pacific. In 1940 it had an operating profit after 
taxes and depreciation of $73,701. 

Mr. Jackman: I wonder if we might have a statement on the hotels 
amplified by the submission of a small operating statement giving gross revenue, 
expenses, operation, net revenue, taxes and also additional capital expenditure 
for each hotel during the past year? 

Mr. Cooper: Yes. We will have a statement prepared and have it printed 
with the minutes. 

Mr. Jackman: Yes, have it incorporated in the minutes. In connection 
with the jointly operated hotel in Vancouver I see that you had an item of 
depreciation there. Are you setting up depreciation on the hotels now? 

Mr. Cooprr: Did I say depreciation? 

Mr. JackmMAN: Yes. You said after depreciation and taxes. 

Mr. Cooper: In the agreement respecting the operation of the Vancouver 
hotel is a requirement that we take up depreciation on the furniture and 
furnishings at the rate of 5 per cent per annum, but not on the building or 
fixtures. We depreciate the furniture and furnishings but not the structure 
or the fittings. 

Mr. Jackman: Do you make use of the legal term “fixtures”? Do you 
depreciate fixtures? 

Mr. Cooper: No; furniture and furnishings only are subject to depreciation. 

Mr. Jackman: It is an arbitrary classification that you have. I canno} 
find out what the classification is unless we know just what you happen to put 
into it. It is not known elsewhere what the difference is between fixtures and 
real estate. 

Mr. Coorgr: I do not quite understand— 

Mr. Jackman: “Fixtures” have a definite legal connotation. If you say 
that you depreciate fixtures or real estate I know what you are speaking about. 

Mr. Coopmr: For instance, a bath would be a fixture, but we do not 
depreciate baths or electric light fixtures or things like that; we depreciate the 
moveables. 

The Cuatrman: We call them furnishings. 

Mr. Jackman: Let us have a statement. A fixture is something that is 
moveable and is taken away by the tenant. 

Mr. Cooper: No, not a fixture. 

Mr. Ross: That is a furnishing. 

Mr. NicHotson: Have you a statement for the last five years showing 
the profit and loss for those hotels? Is that available? Could you let us know 
how last year’s business compared with the previous five year’s business? 

Mr. Cooper: We have filed in the minutes of this committee year by year 
a statement of the hotel operations by the individuals hotels. 


Mr. Nicuouson: I am a new member. 


Mr. Cooprr: Instead of a statement for the year 1940 we will make the 
statement for five years. 
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Mr. Nicuotson: I would like to have an idea of the profit and loss for the 
entire system of hotels for those five years. I do not want the details of each. 

Mr. Coorrer: We can give that. 

Mr. JackKMAN: How much were the total capital expenditures last year on 
the hotels system and also for 1939 if you have that? 

Mr. Cooprr: 1940, the capital expenditures on the hotels operated by the 
Canadian National Railways were $118,240. 

Mr. JAcKMAN: For 1939? 

Mr. Cooprr: $68,723. 

Mr. Nicuorson: In connection with this item “Branch Line Abandonement”’, 
I notice by the press in connection with this branch from Clinton to Wingham, 
92.9 miles—I understand there is a township by the name of Hullet threat- 
ening court action as the result of the proposal to close this line. 1 believe there 
is some agreement going back to the time when the line was first built that held 
the company responsible for certain payments if the service should be 
discontinued. Have you any information on this subject? 

Mr. Armstrone: The Board of Transport Commissioners has given per- 
mission to the railway to abandon the line, despite the agreements, but the board 
has issued the order, without prejudice to any claim which the township may 
take in the courts against the railway. Of course, no claim has been taken so 
there is no action necessary. 

Mr. Suaw: Is the decision of the Board of Transport Commissioners final 
in this regard or has the minister authority over the deliberation of that body? 

Hon. Mr. Carpty: Not the minister, but there is an appeal to the Governor 
in Council. 

Mr. Nicuouson: You say that no action has been taken by the township 
in this case? 

Mr. Armstronc: No court action. 

Mr. NicHotson: The press despatch I saw indicated that the township had 
taken some action. 

Mr. Armstrona: I believe they have taken the matter up with the railway. 
As far as I know there is no case in the court. 

Mr. Ross: The line has not been abandoned, has it? 

Mr. Armstronc: No, it has not yet been taken up or dismantled. 


Mr. Nicuotson: The service has been discontinued on that line. 


Mr. ARMSTRONG: Yes. 

Mr. Suaw: With regard to this same matter where the C.P.R. and the C.N.R. 
have parallel lines and one has been removed, what effect is that likely to have 
upon the freight rate, because after all they have been operating on a com- 
petitive basis and we find people greatly concerned in certain areas over this 
matter. Is there any measure of control over the freight rates structure? 

Mr. Armstronc: Only through the Board of ‘Transport Commissioners. 

Mr. SHaw: Will they set the rate or will you appeal to them? 

Mr. Armgsrrone: I do not know that they will set the rates, but they will 
adjudicate on any application that is made in connection with the rates. 

Mr. Maypanx: As far as the public are concerned they can only bring it to 
the attention of the Board of Transport Commissioners by letter or some other 
similarly informal way. 

_ Mr. ARMSTRONG: There is a case in point, the line from Arnprior to Eganville, 
which is now before the board. It is on that very point in connection with 
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increased freight rates on account of the abandonment of the Canadian National 
and the re-routing of the traffic along the longer route. That is now before the 
board. 

Mr. JACKMAN: There is the item “Other Income and Profit and Loss Require- 
ments $11,532,000” odd; I suppose that is broken down elsewhere in the account? 


Mr. Cooper: Yes, on page 13. 
The CuHarrmMan: Had we not better get through with this and then proceed? 


Mr. NicHouson: There is one other question I would like to raise. I have 
travelled over some of these branch lines in Ontario and I was struck with 
the frequency of the service and the small number of people travelling. On 
several occasions I have had a private car almost to myself. In western Canada 
with that kind of traffic available people would be lucky if they had a service 
two or three times a week. Could we have any information as to whether those 
branch lines in Ontario are paying or not or whether they are being operated 
at a loss? 

Mr. ArmstrronG: Have you any particular line in mind? 

Mr. Nicuoutson: I was up in Wellington, Gray and Bruee. There seemed 
to be very few people travelling and they had one passenger train each way and 
one mixed train each way. 

Mr. Armstrona: There is, of course, quite a mileage in the Canadian 
National which in the public interest is operated at a loss. That is to @ive service 
to the public. There are many miles operated as a public convenience, and if we 
applied to the Board of Transport Commissioners we probably would not get 
permission to abandon because of the public inconvenience that would follow. I 
think we applied at one time a program of 800 miles of line and the board granted 
somewhere in the neighbourhood of 400 or 500; the balance was considered to be 
necessary in the public interest. The particular line you mention, I am not 
certain whether it is in that category or not, but there is quite a number of them. 

Mr. NicHouson: I have had experience with boards of trade in the west on a 
number of occasions trying to get passenger service and a tri-weekly mixed 
service, and we have had great difficulty in getting improved service. The argu- 
ment has been that the revenue would not warrant any improved service. I 
wonder if the same argument was used down in eastern Canada where they have 
such good service in most places, 

Mr. ArmMstroNG: I do not think there is any untoward discrimination, if that 
is what you mean. 

Mr. MayBank: Your operating revenue should be pretty close to $44,000,000. 
You say that is due to the generally changed conditions arising from the war 
mainly. There is no special explanation for that? 

Mr. Armstronc: No. 

Mr. Maysanx: And the heavier traffic due to the war? 

Mr. ArMstronc: Very largely due to the war, yes. 

Mr. Mayspank: You are up about $20,000,000 on expenses. 

Mr. ArMstTronc: Yes, sir. 

Mr. Maysank: I suppose that is partly personnel, is it? In a not com- 
pletely exact way but in a general wav, can you give us a reason for that 
increase? 

Mr. Armstronc: When you get additional traffic you cannot absorb it all 
with your regular train service; naturally you must increase vour train service. 
We think we have a fair record for last year in that for every dollar we took 
in in additional revenue we spent 45 cents. That is, in the opinion of the 
railroad, a very good operating ratio on additional business. That is addi- 
tional labour and material. 
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Mr. Mayspank: To what extent has personnel increased? 

Mr. Armstrona: 4,702. 

Mr. MaygBank: On what page does that appear? 

Mr. ArmMstronG: Page 5. The personnel increased to 82,831, which is 
an increase of 4,702 over 1939. 

The CHAIRMAN: What about these redemption operations, Mr. Armstrong? 
They were not able to touch these permanent 6 per cent bonds, were they? 


Mr. Cooper: No. 

The CHarrMan: I was wondering if conditions brought about by the war 
would have any effect on their being able to overcome that difficulty. 

Mr. Cooprr: This, of course, is a matter between the finance department, 
the Bank of Canada and the Bank of England. The only securities which were 
dealt with last year were the Grand Trunk 4’s. 

Mr. JACKMAN: There is a 6 per cent issue out in sterling? 

The CHAIRMAN: Permanent bonds. 

The CHAIRMAN: Perhaps we had better wait until we get to it. 

Mr. Maysanre: It comes in on the page on redemption work. 

The CHAIRMAN: Let us leave it, then. 


Mr. Maysank: I mean I thought it should come in here. It is under that 
word “redemption” that you read out yourself. 

The CuatrMan: I do not think so. J think it makes a shoe horn into it. 

Mr. Maypanx: I have no desire to deal with it at the moment. I thought 
it was all right. 

Mr. JAcKMAN: In connection with soldier fares where they get half the 
rate, does the government pay the other half or do the railroads carry them at 
half the rate | 

Mr, Armstrona: At the present time there is a special fare for troops on 
furlough; that is all the railroads get. 

Mr. JAcKMAN: The railroads bear the burden? 

Mr. ArMsTRONG: Yes. 

Mr, Hazen: Are the directors looking ahead to the time when peace will 
come again with a view to adopting methods or policies to improve the position 
of the railroads after the war? That may be rather a pretty broad question, 
but as this railroad has been going behind, as I understand it, at the rate of a 
million dollars a week previous to the war coming on. Now we are in a much 
better position. Have the directors been looking ahead to when peace comes 
again with a view to endeavouring to improve the situation that we had prior 
to the war coming on when you got this additional business on account of the 
war, 

_ Mr. Huncerrorp: I think the experience of the war in respect to the 
increase In traffic and the improved financial result clearly indicates that what 
1s wrong is the lack of traffic and I do not see what the directors can do about 


that after the war as it will depend entirely upon the conditions that obtain 
at that time. 


Mr. Hazen: In all probability after this war we will experience a depression 
and be up against hard times. Are you looking forward to improving that 
situation at all? Have you considered it? 

Mr. Huncrrrorp: My point is this: I do not see what can be done on the 
part of the directors or anybody else to anticipate that condition. We do not 
know what it will be and if the circumstances are such that the traffic is oreatly 
pees I do not know how the directors or anybody else can produce the 
raffic. 
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Mr. Hazen: What is the present relationship between the C.N.R. and the 
C.P.R.? Are they co-operating now in the working of their respective roads? 

Mr. Huncerrorp: To a certain extent, yes. There always has been a very 
considerable measure of co-operation; there are a very large number of co-oper- 
ative agreements in force between the two railroads at the present time. Many 
of them have been in existence for years. 

Mr. Hanson: Would the chairman of the railroad give us some information 
on this co-operation and co-ordination? Is it based on a 50-50 split or mileage 
basis or what is it based on? Is it based on one horse and one rabbit, or some- 
thing like that? We have discussed co-operation and co-ordination in this com- 
mittee for a number of years and I should like an explanation from the chairman 
of the railroad as to how it is worked out and what it is based on. 

Mr. Armstronc: The co-operative projects which have been gone ahead 
with are first studied by a joint committee of the two railroads; that is, the 
technical officers of the two railroads. There is a Joint Co-operative Committee 
so-called, consisting of the engineering and accounting officers of the two roads, 
who study the projects. For example, let us take one of these line abandon- 
ments shown on page 7. They come to an agreement, that is, not a legal 
agreement, but they come to an agreement on a report and they recommend to 
their respective executives that a certain project be gone ahead with. All of these 
projects are on a 50-50 basis, that is, in dollars and cents as closely as they 
can be estimated. 

Mr. Hanson: Are they based on mileage? 

Mr. Armstronc: The economy from the co-ordination project or co-oper- 
ative project is divided equally between the railroads as closely as it can be 
done. For example, with regard to a line abandonment the items which would 
enter into the economy would be a reduction in maintenance expenses by 
abandoning one line and using the other. The economy due to less transport- 
tion expenses—they can cut out some train service, they can cut out some 
station services, and so on. Now, the salvage of the line is another item. The 
interest on the salvage from the line is taken into the economy. There may be 
a loss of revenue which they estimate, and for another thing there may be 
interest on the cost of connections or changes which they may have to put into 
force to get the project going. After that has been all added up the economy 
may be, say $20,000 per year. The agreement is so arranged that each company 
gets $10,000: per year. 

Mr. Hanson: Has that worked out satisfactorily? 

Mr. Armstrona: I would say as far as the division of economy is concerned 
there is no kick by either company. 

Mr. Hanson: Has there been any duplication of facilities? For instance, 
during war time a plant may be established on one line. Has there been a 
duplication of effort to get business there? 

Mr. Armstronc: I would say, generally speaking, no. 

Mr. Sanperson: The pool trains come into this picture, do they not? 
What about the pool trains; has that system worked out to the advantage of both 
railroads? 

Mr. Armstronc: At the time the pool was put in effect, sir—that was in 
1933 and 1934—the economy was very close to $1,000,000 per year to both 
companies. Of course that) was a very splendid opportunity, because there 
was duplicate service between Montreal and Toronto, Montreal and Quebec, and 
Ottawa and Toronto, and it has worked out quite well. Since the traffic has 
picked up it has sometimes been necessary to add trains or sections of regular 
trains. Where the Canadian Pacific had one train and we had one train 
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it was cut to one—in other words, it was cut in half, at the time the pool 


agreement went into effect. Now we sometimes have three or four sections of 
those trains. 


Mr. SANDERSON: From Ottawa to Toronto, for instance? 
Mr. Armstrone: Yes, and from Montreal to Toronto, too. 
Mr. SanpERSsoN: And Montreal to Toronto. 


Mr. SHaw: Take the case where the C.P.R. has abandoned a line running 
parallel to the C.N.R. I have in mind the Red Deer, Alberta, to Rocky 
Mountain House, serving a coal mining area. Is the C.P.R. likely to use the 
C.N.R. road and run their traffic over that road? 

Mr. Armstronc: In that particular case the C.P.R. does not intend to take 
any running rights over the Canadian National. I should have said there are 
two types of abandonment, one where a line is abandoned and the railroad which 
abandons it takes running rights over the parallel line. The second case is where 
the railroad abandons and completely gets out of the territory; leaves the 
territory to the other railroad. The line from Red Deer to Rocky Mountain 
House is the second case. The Canadian Pacific would withdraw from that 
territory entirely. 

Mr. Maysank: In so far as the other case is concerned it is a matter of 
agreement or else it is a matter of the judgment of the transport board or both 
bodies; is not that right? 

Mr. Armsrronc: That is right. The railroads get together and say we 
can make an economy. They go to the board and say, ‘ Have we permission 
to abandon in the public interest?” and the board balances public interest 
against the economy and gives its judgment. 


Mr. Maypanx: The soliciting department of the railroad or the statistical — 


department of the railroad or some other department have at all times, I suppose, 
tried to have a fairly good idea of the amount of traffic in the country and 
where it is to come from. They are always watching these possibilities. Can 
you say how many miles of passenger traffic there have been due to the move- 
ment of troops? Have you any such information? 

Mr. Armstrona: No, sir, we have not any here. 

Mr. Maypank: What I am getting at exactly is simply this:—I do not care 
whether it is measured that way or any other way—what I am getting at is this: 
Are you getting your share of that section of the government business or is the 
C.P.R. getting the lion’s share of it? 

Mr. ArmsrronG: I would say we want to get as much as we possibly can. 

Mr. Maypank: I know that is probably correct but it is not answering the 
question. You know how much there has been or you can find out how much 
there has been. Now, what I want to know is whether the C.P.R. in its 
endeavour to get business is beating you out who, I believe, rely a little bit 
more particularly in a case like this on being given the business. 

Mr. Huncrrrorp: That is a very difficult question to answer, Mr. Maybank, 
because of the many variable factors in connection with it. I do not think it is 
possible to give you a definite answer in regard to that. 

Mr. Maypank: I think so. I thought we could not be quite definite about 
it when I asked the question, but I want to go as near as possible to definiteness 
about it, because I want to say frankly there is a very great deal of complaint 
about that sort of thing. Sometimes I am able to run it down and find it to be 
ill founded. Now, when a complaint is ill founded I should like to see it. But if 
there is a valid complaint here then we should like to try to discover some way 
of correcting it. The simple question is—it could be put in a variety of ways— 
is the C.N.R. getting a fair share of that type of business. 
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Mr. Huncrerrorp: Are you speaking of government business particularly? 

Mr. Maysanx: I am speaking of troop movements, and I wanted to follow 
that from there to the other types of traffic that are resulting from the war and 
also the location of factories. 

Mr. Huncerrorp: We can easily determine the amount of money that was 
paid us by the government for troop movements in a given time. Whether 
we could get the information as to how much was paid to the Canadian Pacific, 
I do not know. 

Mr. Armstrona: Speaking of the figures from memory, during the first 
eighteen months of the war there was about five and one quarter millions of 
gross revenue on troops— 

Mr. Maypanx: I am sorry, I did not catch that. 

Mr. Armstrone: There was about five and one quarter millions gross 
revenue paid by the government on the movement of army, navy and air force. 
Mr. MayBank: Five and a quarter million paid to you? 

Mr. ArRMstTRoNG:—No; paid to— 

Mr. Maysanx: Paid by the government wholly? 

Mr. Armstrone: Right. 

Mr. Maypank: Paid for armed force movements? 

Mr. Armstrone: Of that there was approximately two million, six hundred 
thousand paid to the Canadian Pacific and about two million six paid to the 
Canadian National. 

Mr. Mayspanxk: Two million and six? 

Mr. Armstrone: Yes. Those are payments to the railways. 

Mr. Maypank: You used the same figure both times—two million and six? 


Mr. Armstrona: Right. It is practically fifty-fifty. The government pays 
that money to the railway which originates the movement; that is, if they start, 
for instance, on the C.P.R. and end on the Canadian National, on a movement 
from Petawawa to Halifax, they pay that to the Canadian Pacific. Then there 
is an inter-company payment. 

Mr. MayBank: Yes. They pay you your mileage share. It would be 
mileage, I suppose? 

Mr. Armstrona: Well, it is a matter of the division of the fare on the usual 
tariff basis. When the adjustment is made the Canadian National has slightly 
more than the Canadian Pacific. 


Mr. Mayspank: They have paid you a little bit more than they paid the 
Dad nad nee 


Mr. Armstrona: Right. I have not got the exact figures. 


Mr. Hanson: We had a report tabled in the House of Commons a short 
time ago showing that the Canadian Pacific had received over one million dollars 
more than the Canadian National for transporting troops since the war began. 
The mileage of the Canadian National, as I undestand it, is more than the 
mileage of the Canadian Pacific. If the C.P.R. received so much more than the 
C.N.R., according to the report that was tabled I would like to know upon what 
the fifty-fifty co-operation is based. If it is based on mileage, we should have 
the benefit of the doubt. Mr. Armstrong said it was based on the originating 
point, and he cited Petawawa as an example. If it originated at a point like 
Winnipeg, or practically any of the bigger centres in Canada where the two 
lines are running, I should like to have the low-down on how it is arrived at; 
whether it is based on mileage or based, as I said before, on a horse and rabbit 
plan. There must be a good basis for it. 
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Mr. Armstronc: The basis of division is not defined by the railways; it 
is up to the people who route the traffic. 

Mr. Hanson: You do not mean to say that the Canadian Pacific is more 
alert in trying to get traffic than the Canadian National? 

Mr. Armstrone: I doubt that. 

Mr. Hanson: So do I. I think the Canadian National is just as alert in 
trying to get business as any other lines, but whether they are handicapped in 
any way is what the committee would like to know. 

The CHarrMAN: I think these men want to know whether the Canadian 
National is getting a raw deal. 

Mr. Mayspanx: That is it. I have no grievance at all against the C.P.R.; I 
just want to see that this railroad gets a fair shake all the time. I know that 
you cannot answer some of these questions directly but you might start us 
off and we might get another answer some place else. 

Mr, Armstrone: I have the figures here, if you would like to put them in 
the record. 

Mr. MayBank: Yes. 

Mr. ArmstroncG: For the first eighteen months of the war, taking Septem- 
ber, 1939, and February, 1941, inclusive, this is the report that was filed in 
the house, and the figures are as follows: 

The Canadian National $2,573,000. : 

The Canadian Pacific $2,628,000. That is, as I say, before the adjustment 
is made for inner-line account. I would say it is slightly in favour of the 
Canadian National. It is a very difficult thing to get because this pool that we 
speak of comes into it; that is, the division of all traffic that goes through the 
pool. We get fifty-fifty, but the question is who actually originated it and 
brought it into the pool. 

Mr. Maysanx: Where they start off with more in the way of payments 
than you but you end up with more than they, the first thing that teaches us 
is that more traffic originates with them? 

Mr. Armstronc: I would say that would be correct. That would be a fair 
assumption, anyway. We handle these troop movements for overseas east of 
Quebec. 

Mr. Maypanxk: East of Quebec? 

Mr. Armstrone: East of Quebec city. 

Mr. Huncerrorp: If a movement originates on the Canadian National 
Railways, they take them through; if they originate on the Canadian Pacific 
they can only take them as far east as Quebee and turn them over to us at that 
point. 

Mr. Maypank: Yes. That would mean, then, would it not, that in view of 
the fact that you get all the business east of Quebec, because you have to 
get it— 

Mr. Armsrrone: That is only on the overseas traffic, of course, which is 
not the biggest proportion. 

Mr. Maypank: Only on the overseas traffic? 

Mr. Armstrone: Only on these troops which move east of Quebec. 

Mr. Maypank: Yes. I said in view of the fact that you get all of that 
which is east of Quebee—which you really have to get—then the fact is that 
every place else in Canada where there are two lines the business must be first 
of all in a greater number of cases given to the C.P.R.? That is right, is it not? 

Mr. Huncrerrorp: There are the figures. 

Mr. Armsrrone: The figures would indicate that, yes, definitely. 
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Mr. Maypank: There is not any other factor that might be mentioned that 
would vitiate that conclusion being drawn? 


Mr. Armstrona: None that I know of. 

Mr. Maysanx: What is the ratio between the two on mileage? 
Mr. Armstrone: About. fifty-six—forty-four. 

Mr. Nicuouson: Fifty-six C.N. and forty-four C.P.? 

Mr. ARMSTRONG: Yes. 


Mr, Maysanx: West of Quebec, what would you say? What yould you 
cut off and what ratio would you then give? 


Mr. Armstrrona: I do not know definitely what you would cut off. You 
would cut off more on our line. 


Mr. Maypanx: What did you say the ratio was? 

Mr. Armstrone: About fifty-six—forty-four, I believe. 

The CHAIRMAN: Fifty-six is C.N.R. 

Mr. Mayspank: Are you getting that now? 

Mr. Armstrone: I am just checking the figures. The main line mileage 
splits 21,799 for the C.N.R. as compared with 16,829 for the C.P.R. 56 per cent 
is C.N. and 44 per cent C.P. That is in Canada. 

Mr. Maypanxk: In Canada? 

Mr. Armstrong: Yes. 

Mr. Maypanx: You would not want to mix up any of the other lines in 
this discussion. That is the whole? 

Mr. Armstrone: That is the main line mileage, meaning the miles of road. 

Mr. Mayspanx: That means any road which is what other people would 
call a train road? You are excluding all manner of side tracks, but you do not 
mean to say that is just east to west main hnes? 

Mr. Armsrrone: That is main lines exclusive of yards, terminals, siding, 
etc. 

Mr. Mayzsanxk: Now, could you give us the same thing east of Quebec, not 


now, perhaps, but later? 


Mr. Armstrone: We could, I think, make a division of it, yes. That is, 
east of Quebec city? 

Mr. MayBank: Yes. 

Mr. Armstrone: We can do that. 

Mr. Mayspanx: What about the freight traffic connected with the war? 
Mr. Armstronc: We have not available any figures that I know of that 
would indicate what proportion of the business is being handled by the 
Canadian National or the Canadian Pacific. 

Mr. Ross: Have you the freight earnings of the CPR for 1939? 

Mr. ARMSTRONG: Yes. 

The CuatrMan: Mr. Hungerford says he could have Mr. Fraser here in the 
morning to discuss this matter. 

Mr. Huncerrorp: He is the Vice-president of traffic and he is in the city and 
might remain here all night. I will make an effort to get him up here in the 
morning. 

Mr. Maypank: That is quite satisfactory. 

The CuatrrMan: This is the one ocasion in the year when you have the 
opportunity to have a good, healthy discussion of this matter, and it is not in 
my mind to curtail it, but still we do not want to waste any time. 

Mr. Hanson: We are not wasting any time, Mr. Chairman. 
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Mr. Emmerson: There is an entry here giving the personnel of the C.N.R. 
which amounts to about 5 per cent, roughly speaking, over the whole system. 
Have you any figures that would show the increase by regions? 

Mr. Armstrronc: The increase by regions of what figures? I am afraid I 
did not catch your question. 

Mr. EMMERSON: On page 5 you have shown the employees as 4,702, 
bringing the total up to 82,831. That is roughly about 5 per cent for the whole 
system. Have you any figures showing the increase by regions? 

Mr. Armstrone: We have not got them here, sir, but they could be 
supplied. 

Mr. Nicuoutson: Could you also supply the profit according to ate so. 4 
that we may see where the increased business is? | 
Mr. Armstrone: I am expressing my own opinion; that does not mean 
very much. There are arbitrary divisions made of revenues and expenses 
between regions; for operating purposes the railway gets out certain figures. | 
As to whether a region is Se or not, I do not think you will find that — 
from those figures. 

Mr. Maypanxk: Could you give the amount of troop traffic and the amount | 
you got, originating west of Quebec? 3 

Mr. Armstrone: May I say, first of all, that the figures, which I read, | 
were supplied by the Department of National Defence, not by the railways. I | 

think the Department of National Defence ‘would be in a much better position 
to give them. 

Mr. Maypank: They could supply the total? 

Mr. Armstrone: I would think so. 

Mr. Mayspank: You could only give the amount that you get which 
originated west of Quebec. You could give that, could you not? 

Mr. Armstrong: When you say originating west of Quebec and went all 
of the way through, that is, the total revenue on everything originating west of 
. Quebec. Is that your point? 

Mr. Maysanxk: Not only that originated on your line but which originated 
on other lines west of Quebec? 

Mr. Armstrone: That could only come from the Department of National 
Defence. These figures which I quoted are in the return filed in the House of 
Commons. 

Mr. Maysanx: They could only give the total; but you could give that 
which you got, could you not? 

Mr. ArmMstrone: Yes, I think so. My question was, do you want the 
earnings we get on all traffic originating west of Quebec carried right through 
to its destination? 

Mr. Maypank: Yes. 

Mr. Armstrone: That could be obtained. 

The CHatrMaANn: All traffic? 

Mr. Mayspank: Well, all this kind of traffic. ) 

The CuarrMan: I know. You mean military traffic? oe 


Mr. Maysank: Yes; and of course this is only passenger traffic. This is 
only troop traffic or armed forces. 


Mr. Povuuior: I should just like to ask a question here, Mr. Armstrong. 
When you made that percentage division of passenger traffic for the Department 
of National Defence between both railways, did you take into account the 
passenger traffic which is given by the department to the Canadian Pacific 
Steamships? 
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Mr. Armstrone: No, sir. 


Mr. Povtiot: This is a different share that does not enter into that 
division of traffic? You laid it aside and you considered only both railways? 


Mr. ArMstTRoNG: “Your question is that this is only railway traffic, not 
steamship traffic? 


Mr. Poutior: Yes, to a certain point. But I want to know if in the 
separation of shares between both railways, the traffic that is given by the 
Department of National Defence to the C.P. Steamships is taken into account? 


Mr. Armstronc: I think you would have to ask the Department of 
National Defence. But I understand that this is only railway traffic. 


Mr. Pouutior: Those are not your figures. Those are figures of the 
Department of National Defence? 


Mr. ARMSTRONG: Yes. 
Mr. Povuuiort: Which you cannot check definitely? 


Mr. Armstronc: We have checked the Canadian National and it is 
approximately correct. 


Mr. Pouttor: Yes, but you have not the other side of the picture. 

Mr. Armstrone: We have not the other side of the picture. 

Mr. Maypanx: Was all of this which you have just been telling us about 
this movement of the armed forces strictly an eastern movement, or was it 
anywhere? 

Mr. Armstrone: That was anywhere in Canada. 


Mr. DonNELLY: You were asked a while ago, I think, for the gross freight 
on the C.P.R. 


Mr. ARMSTRONG: Yes. 
Mr. DonNELLY: It is found on page 22 of the C.P.R. report. 
Mr. Ross: The 1939 figures I checked over. 


Mr. DonneLLy: This is 1940, compared with our 1940. I think it is well 
to compare those. 


Mr, Ross: Yes. 
Mr. Armsrrone: The C.P.R. revenues for freight, according to their report, 
were in 1940 $134,659 ,475. 
Mr. Ross: Gross earnings. 
Mr. DonnELLy: Is that page 22? 
Mr. ArmstroNG: Page 36. 
Mr. Donnetuty: Of the C.P.R. report? 
Mr. Armstrone: Page 36 of the Canadian Pacific report. 
Mr. Donnetuty: When I got the Canadian Pacific, I was on page 22. 
Mr. Ross: There is a difference of a million dollars there. 


Mr. ArmstronG: They have two different figures there. I do not know 
what the difference is. 


Mr. Maypank: Yes; 134 and 135. 
Mr. Ross: Can we take the 1939 figures then? 
Mr. Armstronc: We cannot tell you what the difference is, but there are 
figures shown on page’36 of the Canadian Pacific report, comparing 1939 and 
1940 freight*revenues; 1940 is shown as $134,659,475, and for 1939, $119,347,237. 
Mr. Maysank: Nearly a 13 per cent increase. 
Mr. DonNELLY: On page 22 they give you what their revenue was for 
freight, passenger, mail and express. 
Mr. Maypank: The same wording exactly. I think the word “ gross”’ is 
used in it somewhere. 
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The Cuarrman: Well, gentlemen, we are really considering the report of 
the Canadian National. 

Mr. Nicuotson: ‘There is one other question I should like to ask before vou 
pass on, Mr. Chairman, and it is in connection with freight rates on scrap 
metal. As a result of appeals made by the National War Services a great many 
people have piled scrap iron along the sidings in western Canada. The reason 
it is not moving is that the National War Services say they cannot get reduced 
freight rates, that freight rates are so high that this scrap is practically worth- 
less as far as the local shipping points are concerned. I wonder if there is any 
possibility of having this scrap moved to where it can be used? What is the 
policy in connection with reducing the freight rates for purposes of this sort? 

Mr. Maysanx: Out around Winnipeg you did carry some of that scrap iron 
on an O.C.S. basis for a while, did you not? ~ 

Mr. Huncerrorp: We gather it together at certain points; then dispose of 
it from there. | 

Mr. Mayspanx: I ‘beg your pardon? | 

Mr. HuNncrrrorp: We gather the scrap up and move it in, as O.C.S. material, 
to certain specified points and then we sell the scrap from those points. 

Mr. Mayspanx: You mean that is what you do with your own? 

Mr. VaucHan: The steel controller has set the price at all important centres 
for scrap, and we cannot get the gross price at those centres and we have to 
deliver this and absorb the freight, whatever it may be, to those points. 

Mr. Maypanx: You are speaking of your scrap? 

Mr. VaucHaN: Yes. But it has been set on most other classes of scrap too. 

Mr. MayBanxk: But my question was that I think you did make an arrange- 
ment with scrap dealers on an O.C.S. basis or an O.CS. basis plus 10 per cent 
or something like that out around Winnipeg, and it ran for a while. 

Mr. VauGHAN: I do not think we ever made any such arrangement. 

Mr. Maysanx: No? I was told that by a scrap iron dealer at the time 
they met at some sort of convention here a little while ago. 

Mr. VaugHan: That was not true. We sell our scrap at the delivered price. 

Mr. Nicuotson: I have been receiving a great deal of correspondence from 
people in the west. They are annoyed at seeing scrap piled up there. It is 
rather unsightly. The National War Services blame the railways for refusing 
to budge on the rates. What is the policy? What are prospects of this scrap 
moving? 

Mr. Vaucuan: I think that has been gone into fully with the freight traffic 
department of the various railways and they have adopted freight rates which 
they think are fair under the circumstances. 

Mr. Armstronea: It is really a matter for the railway association—that is, 
the railways together—to do something about it. 

Mr. NricHotson: The National War Services said they would advise me 
when reduced rates were available. I have not got any information yet. 

Mr. Poutror: Mr. Armstrong, do you have for the freight more definite 
statistics than for passenger traffic of the army? 

Mr. Armsrrone: No, sir. We have not. We have not got anything com- 
parable, for example, with this return which was made in the House of Commons. 

Mr. Poutror: But do you have it from the Department of Munitions and 
Supply? 

Mr. Armstrone: No, sir. That is a statement of what we got and the 
Canadian Pacific got? Is that your point? 

Mr. Pountor: Yes. 
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Mr. Armstrone: No, sir. We get no such statement that I know of. 

Mr. Poutior: But it is easier to check freight traffic than to check passenger 
traffic, is it not? 

Mr. ARMSTRONG: I do not know that it would be, no sir. With freight 
traffic, you would have to check all bills; every bill that covered a shipment would 
have to be abstracted to find out where it was coming from and going to. 

Mr. Povutiot: How do you manage to try to get your share of the freight? 

Mr. Armstrone: Well— 

Mr. Poutior: Is that a secret? 

Mr. Armstrona: No. I think that is a question which Mr. Hungerford 
suggested Mr. Fraser might well answer. Mr. Fraser is vice-president of traffic, 
and that is within his province. 

Mr. JACKMAN: Would it throw any light on this question, inasmuch as most 
of the increase is stimulated directly or indirectly by war traffic, if you take 
the increase in operating revenues of the Canadian National and compare it 
with the 1939 total; and also take the gross earnings, which I believe is a 
comparable item, for ‘the C.P.R. with operating expenses in the C.N.R. and make 
a comparison? J have just made one here. It would appear that the gross 
earnings of the C.P.R. went up 13 per cent and the gross earnings of the C.N.R. 
went up 21 per cent. But it would seem that, inasmuch as the increase is due 
to more business, the C.N.R. has certainly done infinitely better than the C.P.R.., 
it has been setting more ‘business. Are those comparable figures that I have 
been using? 

Mr. Armstrone: That is a matter for some argument as to whether they 
are or are not comparable. 

Mr. JAcKMAN: What is that? 

Mr. Armstrone: I say that is a matter of some argument. 

Mr. Ross: Where do you get those figures? 

Mr. JAcKkKMAN: The C.N.R. went up $48,407,000 on the 1939 basis of 
$203,820,000, which is 21 per cent. TheeG. Pio went up $19,684,000 on the 1939 
basis of $151, 280,000, which is only a 13 per cent increase as against 21 per cent 
for the C.N.R. Are those reasonable and comparable figures? 

Mr. Armstronec: First of all, Mr. Jackman, the figures for the Canadian 
National are for the system, including the States. 

Mr. Jackman: I realize that. | 

Mr. Armstrong: And the Canadian Pacific figures, of course, are for 
Canada. | 

Mr. JAcKMAN: ‘That is Canada only? 

Mr. Armstrone: Canada only, because the only lines they have in the 
States are running through Maine. 

Mr. JAcKkMAN: Does that include steamships and hotels? 

Mr. Armstrone: Not in gross revenues: 

Mr. JAcKMAN: Not in gross revenues? 

Mr. Armstronec: There are several differences between the way the account- 
ing for the Canadian Pacific is done and our own, as to what is shown in 
revenues and what is shown in expenses. 

Mr. JAcKMAN: It would not appear that you are lagging very much? 

Mr. Armstrone: No. You may find however in previous years that the 
ratios were the other way. 

Mr. JAcKMAN: Yes. 
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Mr. Armstrone: Then in 1941 you will find that the Canadian Pacific is 
a little better than we are in increases. 

Mr. JACKMAN: Yes. : 

Mr. Armsrrone: It fluctuates backwards and forwards, one year with 
another. | 

The CHAIRMAN: Can we leave this matter here, gentlemen, until Mr. Fraser 
appears tomorrow, when he will probably be able to give more definite informa- 
tion, and proceed with the report? 

Mr. MaysBanx: It is agreeable to me. 

The CHAIRMAN: Suppose we move on to page 10. 

Mr. Povuxnior: But we can go back? 

The CHATRMAN: Yes, we can go back. 

Mr. JAcKMAN: On that point raised by Mr. Hazen in regard 6 staff; I note 
there was an increase of 4,702 employees. Can anything worth while in the way 
of reducing what you might call surplus employees be made at this time? I have 
in mind the fact that there are competing services, and even looking at the 
two railways together there is overstaffing of the railways but perhaps no 
overstaffing as to either one of the railways considered by itself; and you have 
added 4,702 employees during the last year; are those mostly young men you 
have taken on? » 

Mr. Huncerrorp: If I understand your question correctly; we only erploe 
the bare number of employees necessary to carry on the work at any given time. 
Mr. Povurior: Well, Mr. Armstrong, isn’t it true that in many cases men 
are working overtime or time and a half? 

Mr. Armstronc: There are some, yes. 

Mr. Pounior: And do you not have some trouble with the Brotherhoods 
who want their own men to work overtime to the detriment of other people 
who should be working there? You do not consider that from that angle? 

Mr. Huncerrorp: There are no men working overtime unless the circum- 
stances make it necessary at that particular time and place. 

Mr. Pouutor: Well, I know very well, Mr. Hungerford, that it happens at 
times that the Brotherhoods oppose the employment of new men Just to give 
their own members an opportunity to work overtime, and I find it unfair, and 
I know it; and, of course, there should surely be something done by the manage- 
ment to correct it, 40 see that the man who has two days work is checked so 
that the other one who might be starving can have a chance. I do not think 
it is fair at all; and of course it does not come to the notice of the management, 
it 1s done by some people underneath who try to pull the strings in order to have 
more influence and serve their own friends. It is not fair. I know the Brother- 
hoods are very powerful and there must be a check at times. 

Mr. Maypank: It is not a fact on the contrary that in general all of the 
Brotherhoods voluntarily put themselves on short time in order to employ as 
many more men as could be given work; has not that been the system in vogue 
for a number of years? 

Mr. Huncerrorp: That was done during the period of the depression. 

Mr. Maypanx: And it lasted until only a short time ago. For example, 
all the running trades voluntarily put themselves on certain mileage limits that 
they could not exceed—that was only changed a short time ago, wasn’t it? 

Mr. Pountor: Some Brotherhoods do that, not all. 

Mr. Maypank: Not all, perhaps, although it is the general rule throughout 
the country; I do not know a particular place. 

The CHatrMAN: Yes, and all the shop men were taking a four-day week 
in order to spread employment around. | 


RAILWAYS AND SHIPPING 73 


Mr. Pouuior: Perhaps that is done, but it is not always’ done. 

The CHairMan: I think it will be found that overtime only goes into effect 
when the company has not got the men to do the necessary work and the job 
is required to be done within a certain time, so the men capable of doing it are 
called upon to do it. 

Mr. Poutiot: That is your view. 

The CuatrmMan: No, I know that. 

Mr. Pouuior: That may be all right in your constituency but it is not in 
mine; with all due respect to the chair. 

Mr. JAckmAN: The point I was trying to arrive at was in any previous 
talk in years gone by about the co-ordination of any part of the service we 
heard. a great deal about man-power and the economies to be made by amalga- 
mation, yet at the present time in the face of the present difficulties we find it 
has been necessary to take on a substantial number of men. Is it not possible 
to co-ordinate any of the services; express, telegraphs, or things of that kind, 
particularly when the men are needed elsewhere? 

Mr. Huncerrorp: I think it would be a great mistake to disturb any 
organization at the present time under war conditions. 

Mr. JAckMAN: That is a rather conclusive answer; and I presume that 
applies also to the telegraph and express divisions of your business? 

Mr. Huneerrorp: The telegraph facilities of both companies as far as I 
know are almost fully occupied at the present time. 

Mr. JAckKMAN: And neither one could take over the work of the other with- 
out taking on virtually all the personnel. 

Mr. Huncerrorp: I do not know whether that could be done in peacetime 
or not, it may be debatable, but it certainly should not be done in wartime 
when the load is increasing every day. 

Mr. JAckMAN: You are not then, in view of the large volume of business 
which is going through at the present time, going to try to reach any solution of 
Canada’s railway problem? 

Mr. Huncerrorp: I do not think there is any short-cut of that kind 
possible. ; 

Mr JackMAN: At the present time. 

The CuatrmMaNn: I think we will proceed with page 10, gentlemen; Mr. 
Armstrong. 
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Mr. ARMSTRONG: 


CONSOLIDATED BALANCE SHEET 


ASSETS 
Investments: 
Investment in Road and Equipment.. $1,874,172,774 14 
Tmprovements on Leased Property.... 4,389,124 27 
Miscellaneous Physical Property..... 62,361,526 50 
——___—__———_._ $1, 940,923,424 91 
Sinking Funds: 
System Securities at par.......... $ 389,304 13 
Other lA ssete at: copii) seme anna» 275,406 92 
— 664,711 05 
Wh in lieu of Mortgaged Property 
old: 
System Securities at par.......... $ 1,829,500 00 
Other Assets at cost. 00.5. 0. Sac 2,591,613 83 
— 4,421,113 83 
Investments in Affiliated Companies................5- 38,554,956 14 
Other Investments: 
System Securities at par.......... $ 80,000 00 
Other Assets).at) Coste... sian) am sss 697,197 27 
——_—— TTLAGE ed 
$1,985,341,403 20 
Current Assets: 
CoV 6 ela OE Ry CES ee Uae chalet gibt wala ial eae eve te ea ener ae $ 9,768,880 06 
Special Deposits: ice isi/o,. can) ste sles vs a dine apne bers ae 7,494,365 74 
Bille (Reeeiviable . oe tees. ocutee so lossnls) las Alem ec uLO pumaapenelade Ets 100,000 00 
Traffic and Car-Service Balances—Debit............-- 1,356,928 42 
Net Balances Receivable from Agents and Conductors. . 8,691,734 50 
Miscellaneous Accounts Receivable... $ 8,785,332 75 
Dominion Government—Balance due 
under 2940 Budget errs. eis tet rare 287,623 95 
9,072,956 70 
Materiakiamnd “Supplies gay si): si2ie ea ce Ws cae allot etal a kes as 32,602,939 42 
Interest and Dividends Receivable..................4. 266,051 58 
Rents (R&CETVab lee ee ie aie, ota a ae aRe tas ho Piet uattal nes 120,924 28 
Other Current i Asse te nes acs sie v's ali 6 le cheeete lave lettenietie fey x 1,418,871 35 
—— 70,893,652 05 
Deferred Assets: 
Working Fund Advances... 6.00. s6 seat esas cece $ 198,838 78 
C.N.R. Insurance Fund: 
System Securities at par.......... $ 7,778,183 52 
Other: Assets at-eost:,) 2 Y5..,.i).2/... 2 4,604,645 90 
—_ 12,382,829 42 
Other Handed bee eae ahGAs aie ace cute etre alibt avledier omtatattal a haste 14,506 25 
Other: Deferred! Agseta ues oo clove wie s tuk tamale piel east yp 4,859,320 62 
ee 17,455,495 07 
Unadjusted Debits: | 
Rents and Insurance Premiums paid in advance...... $ 226,170 71 
Discounts oma pi bak COCK cur we we neobt o as oo neti eela a eager eer 189,500 00 
Discduné.on  Fundedsblebtur veces s's-2 «a aisraeieieieere ree enie: bie 11,255,697 62 
Other Unadjusted: Debites hos etre 256 se sie fals aleinleuars 2,855,216 81 


14,526,585 14 
$2,088,217,135 46 


See 
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AT 31st DECEMBER, 1940. 


LIABILITIES 
Stocks: 
Capital Stocks of Subsidiary Companies owned by 
PMD Gy aoe irc oo tt RM RD ep et, ge 
Long Term Debt: 
Houded .DebtiUnma tured: ecw ea mew suas Coy eh a 


Dominion of Canada (Accounts treated as assets in 


Public Accounts of Canada): 
LW Oat PURE Nt PARR OE ee SUN ci hd ale ae iam i 


Current Liabilities: 
Traffic and Car-Service Balances—Credit ........ Oras 


ReLerred WLP DULeieas Ge take eye ca eee ake ome vin CoE ete 


Unadjusted Credits and Reserves: 


CENR eeutance: eset vent lsu Geo aRUe Oe isle ood b dvelel: 
PECCEUEd:! DIODLTEGIALIONS Lott Mats seit men ee ho eres 


Dominion Government—Proprietor’s Equity (See Note) 
Represented by:— 


1,000,000 shares of no par value capital stock of 
Canadian National Railway Company issued 
in exchange for the residual value of Canadian 
Norsnerneca pital stoke sinuses oe ev tlle 

5,000,000 shares of no par value capital stock issued 
by Securities Trust to the Government in 
consideration for the transfer of securities, 
advances, claims for unpaid interest and 
COMASOTA RABAT TIER Mohs en soa os igh RS 

Dominion Government Capital Expenditures for 

Ganadiansaovernment: Rygiatais se fed. vane b eee 


Contingent Liabilities: 
For major contingent liabilities, including pension plans, 
see page 21. 


NOTE:—The Proprietor’s Equity is included in the net 
debt of Canada and is disclosed in the historical record 
of Government assistance to railways as shown in the 
Public Accounts of Canada in accordance with The 
Canadian National Railways Capital Revision Act, 1937. 
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1,915,697 88 


4,895,335 88 


385,752,583 69 


$ 4,566,600 00 


1,199,816,334 09 


$113,882,334 43 
16,771,980 54 
PUES OA a 130,654,314 97 


$ 4,362,915 01 
10,418,008 04 
3,163,352 51 
8,235,472 04 
9,324,714 20 

410,191 07 
1,606,240 60 


39,436,591 35 
8,405,149 94. 


$ 12,382,829 42 
18,600,790 50 


35,878,955 80 


$ 18,000,000 00 


265,706,605 62 


ome 669,459,189 31. 


$2,088,217,135 46 


T. H.- COOPER, 
Comptroller. 
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The Cuarrman: All right, gentlemen, proceed. Is there any debate on 
this sheet or shall we go on? 

Mr. Hazen: Under the heading “‘assets and deposits in lieu of mortgage 
property sold, system securities at par”; might that be explained. I do not 
understand that item? 

Mr. Cooprr: Under some of the trust deeds securing the bonds of the 
company, it is a requirement that if any of the mortgaged property is sold the 
proceeds from the sale should be deposited with the trustee and held for the 
ultimate redemption of the issue. 

Mr. Hazen: What bonds are they? 

Mr. Coorer: There are quite a number of bonds. I could give you the 
different issues involved in that item. 

Mr. Hazen: Are they C.N.R.? 

Mr. Coorer: They are principally bonds of the Canadian Northern and the 
Grand Trunk Pacific Railway companies. 

Mr. Pouutor: Are they held by the government? 

Mr. Cooper: They are assets of the railway in the hands of the trustees, 
under the various mortgages. 

Mr. Pounior: To speak in a broad way, what amount is held by the 
government and what amount by individuals including companies? 

Mr. Coorer: Not any of that amount is held by the government. 

Mr. Povuior: I mean what amount of the bonds of the Canadian National 
system is held by the Dominion Government and by other persons using ‘‘person”’ 
in the legal sense? 
~° -Atr. Cooper: I doubt whether any bonds of the Canadian National system 
are held by the government of Canada. 

Mr. Poutior: They are held by private individuals, by persons? 

Mr. Coorrer: By the public. 

Mr. Poutior: Yes, by the public. 

Mr. Hazen: How do those bonds come to be in your possession? They 
have been issued to somebody else; how do you come to sell them? 

Mr. Cooppr: These are not bonds, sir; these are deposits. 

My. Povuior: Mr. Hazen is speaking of deposits and I am speaking of 
bonds. 

Mr. Cooper: The question arose on this particular item, deposits in leu 
of mortgage property sold. Now, as I explained, if you sell property subject to 
mortgage the proceeds of the sale are deposited with the trustee and they may 
be invested by the trustees in securities, and they are so invested. 

Mr. Poutior: Now, Mr. Cooper, I would like to come to the crucial point 
of the financial problem of the Canadian National Railways: it is the accumul- 
ation of deficits for which the railway is paying some interest or is charged 
some interest by the government, and of course this year we have $16,000,000 
deficit for which there is an item in the estimates. 

Mr. Coorrr: Yes. 

Mr. Poutror: And there was a deficit each year. - 

Mr. Cooper: Yes. 

Mr. Pouuior: The railway is supposed to meet the interest on that to the 
government is it not? 

Mr. Cooper: No, sir. In 1932 the Minister of Finance, Mr. Rhodes, changed 
eovernment policy with respect to payment of deficits of the Canadian National 
Railways. Previously the government had advanced as loans to the railway 
whatever sums were needed by the railway to meet operating deficits. From 
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1932, however, sums have been voted by parliament without any strings 
_ attached or without any interest charged against the railway, and under the 
Capital Revision Act of 1936 any loans made prior to 19382 which were for 
deficit purposes were removed from the railway company’s balance sheet 
through the medium of the Securities Trust. So that in the liabilities of the 
railway today there are no obligations representing the funding of deficits, and 
I do not think we should say that in our interest charges are any amounts 
representing sums borrowed for deficit; the interest in the railway accounts 
today is interest on the moneys invested in railway property— 

Mr. Povuuior: Invested by the public. 

Mr. Cooper: Invested in railway property. 

Mr.) Pounior:/;¥ es. 

Mr. Maypanx: Not the Canadian National, but stuff you took over— 
investment by the public in railway property before they were ever Canadian 
National at all. 

Mr. JAckmMAN: Privately owned lines. 

Mr. Povuuior: Now, the amount that is in the estimates this year is like a 
subsidy to help the Canadian National make both ends meet. 

Mr. Coorer: Yes, if subsidy is the right word. It is the contribution by 
the Dominion to pay the deficit of the Canadian National Railways. 

Mr. Povtiot: It is just a help, call it a subsidy or a contribution, it is the 
same thing, and it is not charged to you. 

Mr. Cooprr: No, it is given to us. 

Mr. Poustor: That is why we have to be careful to scrutinize these things 
carefully. 

Mr. Coorrr: Certainly. We hope next year there will not be any such 
figure. 

Mr. Ross: On page 11 under “Liabilities” and going over to page 22 I see 
there a schedule of companies composing 102 in the 1939 report and comprising 
$282 million, and in the 1940 report the companies have been reduced by 6 to 
96 but still it shows $283 million. Could that be explained? There are six 
less companies and a million more dollars? 

Mr. Cooper: The amount in 1940 is less than in 1939. The total of capital 
stock issues in 1939 was $214 million; at the end of 1940 the sum is $204 million. 
There has been a reduction of six companies and about $10 million in the total 
stocks. 

Mr. Ross: Yes, that is correct. 

Mr. JACKMAN: There is this item, accrued depreciation $18 million. That 
is the item you set up since last year on rolling stocks? 

Mr. Coorrr: No, as we said in the report we had been accruing depreciation 
on United States lines with respect to rolling stock for a number of years, and at 
the end of 1939 we had a reserve of $16,353,000. 

Mr. JACKMAN: That you carried forward. 

Mr. Cooper: Sixteen million dollars. . 

Mr. JAcKMAN: You only increased it by two million of dollars last year. 

Mr. Cooper: Yes, but the increase represents in the first place a credit of 
some $11,600,000, less charges against the reserve of about $9,000,000. Within 
the year we credited to reserve by charges to expense $11,600,000 and we charged 
to reserve with respect to property retired the sum of $9,000,000, so the reserve 
increased some $2,600,000, and the $16 million which we had at the beginning of 
the year plus the increase during the year brings out the figure of $18 million 
at the end of the year. 
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Mr. JAcKkMAN: I understood last year we were following the same principle 
in regard to depreciation on rolling stock as the I.C.C. formulated by the 
American railroads, but we are only now adopting American practice in regard 
to rolling stock in Canada? 

Mr. Cooprr: That is so. 

Mr. Pounior: Do you know what puzzles me most in this balance sheet? 
It is not the $2 billion $800 million, it is the 46 cents on each side of the sheet. 

The CHAIRMAN: Page 12. 

Mr. JAcKkMaAN: In regard to the sinking fund on this rolling stock, some of 
the money that you asked parliament to appropriate this year is for rolling 
stock, is it not? } 

Mr. Cooprr: Yes. 


Mr. JaAcKMAN: In previous years that was part of the parliamentary appro- 
priation, but under the regular sinking fund plan. Have you paid the money 
back to the government each year, the percentage which is proper under the 
agreement, or what happened to that exactly? 

Mr. Cooper: In respect to—? 

Mr. JACKMAN: Rolling stock that you purchased under the amortization 
plan. 

Mr. Cooper: Are you speaking of the particular issues which were financed 
in the first place by the government? 


Mr. JACKMAN: Yes. 


Mr. Cooper: We did in 1941 repay to the government the annual instal- 
ment due in that year. All our equipment issues are on a serial basis, not a 
sinking fund basis; we repay, generally over a period of 15 years, 1/15th per 
annum of the total issue. 

Mr. JAckMAN: And the experience has been with the money under all these 
issues which bore the government endorsement when the money was raised that 
the proper percentage each year was paid directly to the government and you 
have maintained those payments under the sinking fund plan in connection with 
the rolling stocks and equipment? 

Mr. Coorrer: There were only two cases where the equipment was financed 
by the government, one was in 1936, I think, and one was last year. Generally 
our equipment issues are issues to the public and we repay each year the annual 
instalment due. 

Mr. JAckKMAN: But the two times that the government has financed the 
money directly you have made the payments directly to the government? 

Mr. Coorer: On the issue made in 1936 we have met all instalments as 
they fell due; on the issue made in 1940 I do not think an instalment was called 
for in that year. The first instalment will appear in 1941. 

The CHarRMAN: Page 12. 


Ee 
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Mr. ARMSTRONG: 
CONSOLIDATED PROFIT AND LOSS ACCOUNT 


YEAR ENDED 3lst DECEMBER, 1940 
Debits: 


Debit Balance transferred from Income.............. $ 15,384,569 66 
Debits from Retired Road and Equipment...........- 1,682,855 06 
Whiseell aneo us cli Gie 4s cee Hee iss ce obs ote Malaya peice’ gts 126,418 23 
$ 17,193,842 95 
Credits: 
Credits from Retired Road and Equipment........... $ 14,138 20 
Misgcellamegua J) Creditain fee eer a eRe ata are bs 214,660 57 
$ 228,798 77 
Cash Deficit, Contributed by Government.............-+-. $ 16,965,044 18 
Capital gain on redemption of G.T.R. 
4% Perpetual Debenture Stock..... $5,503,500 09 
Line abandonments and other capital 
losses (Details on page 18)........ 3,809,320 80 
Net Gain credited to Proprietor’s Equity....... 1,694,179 20 


$ 15,270,864 98 


Mr. Pounior: Before you go farther, there is something about the Grand 
Trunk debenture stock, and I have seen something somewhere about the repat- 
riation of the Grand Trunk Railway stock; on what page is that? 

Mr. Cooper: On page 6. 

Mr. Poutor: Yes, I see it now. Well, now, on the sixth line there is 
mentioned that the vesting price was £103 17s. 4d. per 100 pound stock surren- 
dered payable November 26, 1940, plus a certain amount for accrued interest. 
Was that stock at par when it was redeemed? 

Mr. Coorer: No. The vesting price of £103 7s. 4d. was the market price on 
October 26, which was the date the vesting order was made. 

Mr. Pouuior:. Therefore the stocks have a plus value on account of the 
fact that it was to be redeemed. 

Mr. Coorrer: No; the stock at the time it was vested was not subject to 
call; it was a perpetual stock. But the British government under their War 
Measures Act— 

Mr. Pouutor: It is said here there was an order made by His Majesty's 
treasury of the United Kingdom dated October 26, 1940, stating that such 
portion of the said debenture stock as was held by residents of the United 
Kingdom was transferred to the treasury, which means that the United King- 
dom treasury took hold of that stock that was held by people living in Great 
Britain. 

Mr. Cooprr: Yes. 

Mr. Povutior: And the vesting order was made upon the condition that 
the Canadian National Railway Company would purchase the stock from the 
treasury under the vesting price. Well, then, did the order apply to the Cana- 
dian National Railway or was it done willingly? 

Mr. Cooper: It was an arrangement between the finance department here 
and the British treasury in London. 

Mr. Pounror: Over your heads. Speak frankly, as you have done since 
the beginning, Mr. Cooper. | 

Mr. Coorer: Well, of course the repatriation of securities is not a matter 
which any corporation to-day has anything to do with or say about; it 1s a 
matter entirely in the hands of the government concerned. 
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Mr. Poutior: In fact, you were not consulted? 

Mr. Cooper: Well, I could not say that. 

Mr. Pouuior: You were consulted after it was done? 

Mr. Cooprr: I was not consulted, but I could not say that other officers 
of the railway were not consulted. 


Mr. Pouuiot: Mr. Cooper, you are acquainted with the railway problem. 
You know these accounts as well as, if not better, than anyone else, and there- 
fore this was your field of action. 

Mr. Coorrer: Yes. 

Mr. Pouutor: In fact, you are the financial expert of the Canadian National 
Railways. 

Mr. Cooper: No, I am only the accountant of the National Railways. 
Mr. Pounior: You say that in your very modest way. 

Mr. Ross: A distinction without a difference, that is all. 

Mr. Poutiot: Mr. Cooper, I am greatly interested in this because I want 
to know how it works and whether or not it was done outside of the management. 
I cannot get any information naturally from outside, but this is an important 
thing. It was a very big piece of business and I should like to know how it was 
done. Is that not true, Mr. Cooper? 


Mr. Cooper: I tink it is as it is set out here. From the railway point 
of view it was a very good piece of business. | 


Mr. Poutior: Yes, because you got rid of that Abicaton 

Mr. Cooper: Yes, we gained $5,500,000 on the purchase price. 
Mr. Pouttor: Oh, yes. 

Mr. Cooper: And we saved in interest charges $740,000 a year. 


Mr. Poutior: I am not questioning that. It is just the same as if I owed 
$500 to a man and a friend of mine paid it and I got rid of the obligation. 


Mr. Cooper: Can we express it this way? The Britis) government have 
from time to time named the United States and Canadian securities which 
became subject to their vesting order. These companies were not consulted. 

Mr. Pouttor: No, it was done between government. 

Mr. Cooprr: Yes. 

Mr. Poutior: And as I said, over the heads of the company. : 

Mr. Cooper: The British government, I think, does not even need to 
consult the Canadian government. They were taking away from their own 
citizens the property of those citizens. 

Mr. Poutiot: Yes, exactly. Now, Mr. Cooper, there is one question that 
IT want to ask you and it is very simple. Did you or did the management to 
your knowledge have the opportunity to say it is a good piece of business before 
it was done? 

Mr. Cooper: It is not within my knowledge whether they did or not. 

Mr. Huncerrorp: I think it was; I think we agreed. 

Mr. Gray: What difference does it make? 


Mr. Povuuior: Did we have the opportunity to say to the government it is 
good before it was done? 


Mr. Gray: I do not see what difference it makes. 
Mr. Povutior: It makes a great difference. 


Mr. Huncrerrorp: I am speaking from memory now, but I think the deal 
was approved by the directors of the Canadian National Railways. 


Mr. Pouutor: Before or after? 
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Mr. Huncerrorp: Before. 

Mr. JAcKMAN: May I ask exactly what has happened to these perpetual 
debenture stocks? Have they actually been retired now? 

Mr. Coorrr: No; the government is holding them as security for their 
advances to the railway. 

Mr. JAcKMAN: The railway really did the purchasing, then. 

Mr. Cooprr: © Yes. 

Mr. JACKMAN: With money advanced by the government? 

Mr. Cooper: Yes. 

Mr. Jackman: And put the bonds or notes in collateral to the government. 
Mr. Coorrr: That is correct. 

Mr. JAcKMAN: So that the debentures are either off the statement now or 
will come off when you get them completed. 

Mr. Cooper: “Yes; at the end of the year £10,000,000 had been taken up. 
Since that date an additional £11,150,000 have been taken up. Actually 
£21,150,000 have been taken up so far, and the government holds the securities. 

The CuatrMan: This is the great batch of bonds that has been causing 
trouble all along for years, and the bonds which the committee has been discussing 
for years. 

Mr. Graye?/\Partuotat 

The Cuarrman: I know, part of it. 

Mr. Jackman: They will stand then as a collateral liability of the 
company, will they, inasmuch as they have been 

Mr. Cooper: Yes, but as far as our balance sheet is concerned the lability 
will now be represented by a loan from the government. 

The CHatrMAN: What proportion of those bonds is the amount that has 
been mentioned? 

Mr. Coorer: On which bonds? 

The CuarrMan: Of the perpetual 6 per cent bonds. 

Mr. Armstronc: There are only $70,000 worth of 6 per cent bonds. 

Mr. McCuuuocnu: Are these 6 per cent bonds? 

The CuHatrman: No, 4 per cent bonds. There are $70,000 of 6 per cent 
bonds left. 

Mr. Armstrrone: There are other 5 per cent perpetual bonds. 

Mr. Cooper: About one-half of the perpetuals. 

Mr. Pouuior: What about the valuation of the pound at that time? When 
was it considered? Was the value of the pound considered at the time of 
the purchase or at the time of the payment? ~ 

Mr. Cooper: The value of the pound has not changed since the Foreign 
Exchange Board fixed the exchange value of the pound in relation to the Cana- 
dian dollar. 

Mr. Pouuior: It was not the current value of the pound; it was the value 
established by the Foreign Exchange Control Board. 

Mr. Cooprr: Yes. 

Mr. Poutror: It was not the value that appeared in the paper on the date 
the payment was made? 

Mr. Cooper: There are no values to-day other than the one fixed by the 
Foreign Exchange Control Board. There is no market quotation as between 
Canadian dollars and sterling. 

Mr. Pouutor: I know. 
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Mr. Cooprr: This exchange was made at the official rate of exchange. 

Mr. Pouuiot: At the time of the deal? 

Mr. Coorrer: The rate has not changed since October when this deal com- 
menced. There has been no change in the official rate of exchange so you 
can say it was on the date of October 26 or any date you like. It is always 
the same rate. 

Mr. Povuior: Did they take some time to pay the deal? 

Mr. Cooper: We are still buying in these bonds; they have not yet all 
been turned in to the U.K. treasury; but as they are turned in we take them up. 

Mr. Pouttor: What I mean is it did not vary from the time it was agreed 
to until the moment payment was made? 

Mr. Cooper: No, it did not. 

Mr. Povuior: That is all right. What was the length of time between both 
dates, approximately? 

Mr. Coorer: The vesting order was made on October 26, 1940. The order 
called for surrender on November 26, and there are no exchanges up to that 
date. There have been exchanges right along from that date to to-day and 
we are still taking them up, and in all that period of time the exchange rate 
is as fixed by the Foreign Exchange Control Board and it has not varied. 

Mr. Pountior: Were the bonds redeemed on maturity date? Were they 
all matured? 

Mr. Cooper: No; these were perpetual bonds. 

Mr. Pouutior: Perpetual? 

Mr. Cooper: Perpetual. 

Mr. McCunitocH: Let us carry on. 

The CHatRMAN: The next order. 

Mr. Gray: Are we going to have to sit to-morrow? 

The CHAIRMAN: 10.30. 

Mr. Gray: Some of us have been sitting since 10 o’clock this morning. 

The CuarrMaAn: I know, but we have to get the work done. 

Mr. Gray: We will finish up to-morrow anyway. 

The CuHaiRMAN: We can stop any time you like. Shall we carry on for 
fifteen minutes? 

Mr. JAcKMAN: I move we adjourn, Mr. Chairman. 

The CHARMAN: We shall adjourn now to meet at 10.30 to-morrow morning. 


The committee adjourned at 10.20 p.m. to meet to-morrow morning at 
10.30 a.m. 
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MINUTES OF PROCEEDINGS 


Wepnespay, May 21, 1941. 


The Standing Committee on Railways and Shipping owned, operated and 
controlled by the Government met this day at 10.30 am. Mr. J. P. Howden, 
the Chairman, presided. z 

Members present: Messrs. Donnelly, Emmerson, Gray, Hanson (Skeena), 
Hazen, Howden, Jackman, Lockhart, McCulloch, Maybank, Nicholson, Pouliot, 
Ross (Middlesex Kast), Sanderson, Sissons. 


In attendance: Hon. P. J. A. Cardin, the Minister, and the following 
officials, of the Department of Transport: Mr. C. P. Edwards, Deputy Minister; 
Mr. F. M. Maclennan, Chief Treasury Officer. Mr. S. J. Hungerford, the 
President, and the following General Officers, of the Canadian National Railways 
System: Mr. R. C. Vaughan, Vice-President; Mr. T. H. Cooper, Comptroller ; 
Mr. W. M. Armstrong, Ass’t.-Chief, Bureau of Research and Development; 
Mr, Alistair Fraser, Vice-President in charge of Traffic; Mr. G. R. Fairhead, 
General Freight Traffic Manager; Mr. W. 8. Thompson, Director of Publicity. 
Mr. O. H. Matthews, representing Geo. A. Touche & Co., Auditors. 


The Committee resumed the study of the Annual Report of The Canadian 
National Railways System for the year ended 31st December, 1940. 


Mr. W. M. Armstrong was recalled. During his examination he was assisted 
by Messrs. Hungerford, R. C. Vaughan, T. H. Cooper and W. 8. Thompson. 


Mr. O. H. Matthews, representing A. Touche & Co., Auditors, was called 
for a short examination in connection with the Auditor’s Report. 


At 1 o’clock p.m., on motion of Mr. Ross (Middlesex East), the Committee 
adjourned, to meet again at 3.30 o’clock p.m. this day. 


The Committee met again at 3.30 o’clock p.m., Mr. J. P. Howden, the 
Chairman, presiding. 


Members present: Messrs. Donnelly, Emmerson, Gray, Hanson (Skeena), 
Hazen, Howden, Jackman, McCulloch, Maybank, Nicholson, Pouliot, Ross 
(Middlesex East), Sanderson, Sissons. 


In attendance: ‘Those named as attending the proceedings of the morning 
session. . 


The Committee continued the study of the Annual Report of The Canadian 
National Railways System for the year ended 31st December, 1940. 


Mr. W. M. Armstrong was recalled and during his examination was 
assisted by Messrs. Hungerford, R. C. Vaughan, Alistair Fraser, T. H. Cooper, 
and G. R. Fairhead. 
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On motion of Mr. McCulloch the Committee agreed to adopt the Annual 
Report of the Canadian National Railways System for the year ended 
31st December, 1940. 


The Committee then proceeded to the consideration of the Annual Report 
of The Canadian National Railways Securities Trust for the year ended 
31st December, 1940. 


Mr. F. M. Maclennan, the Secretary, read the report and Mr. T. H. Cooper, 
the Comptroller, was questioned thereon. 


On motion of Mr. Hanson (Skeena) the Committee agreed to adopt the 
Annual Report of the Canadian National Railways Securities Trust for the year 
ended 31st December, 1940. 


At 5.35 o’clock p.m., on motion of Mr. Hazen, the Committee adjourned 
to meet again on Thursday, May 22, at 3.30 o’clock p.m. 


ANTOINE CHASSE, 
Clerk of the Committee. 


MINUTES OF EVIDENCE 


House or Commons, Room 227, 
May 21, 1941. 


The Standing Committee on Railways and Shipping met at 10.30 o’clock 
a.m. The chairman, J. P. Howden, presided. 

The Cuamrman: I think last night we had Just reached page 12— 
Dominion-Government Proprietor’s Equity. 

Mr. ARMSTRONG: 


DOMINION GOVERNMENT—PROPRIETOR’S EQUITY 


Balance at Change Balance at 
31st Dec., 1939 during year 31st Dec., 1940 
Canadian National Railway Company, 
Capital Stock.........0.ee eee ee ees $ 18,000,000 00 = = «sees $ 18,000,000 00 
The Canadian National _ Railways 
Securities Trust, Capital Stock..... 264,012,426 42 $ 1,694,179 20 265,706,605 62 
Dominion Government Capital Expendi- 
tures for Canadian Government 
RALIWAVBE clihe db iarste ine slede epi ejene sine eal 388,075,722 18 2,323,138 49 385,752,583 69 


— ———— 


$670,088,148 60 $ 628,959 29 $669,459,189 31 


ad 
loll 


The CuatrmMan: Is there any discussion? 

Mr. Hanson: Carried. 

Mr. Armsrrona: Page 13—Consolidated Income Account. 

The CHarrMan: What does the committee think about that? Do we 
need to go over this page item by item? 

Mr. McCutnocu: If they are put in the minutes I think it would be 
sufficient; it means a lot of reading. 

Mr. Ross: I do not think it requires reading, Mr, Chairman. 

The Cuatrman: Do you want to take a moment or two to consider it, 
or are we going to let it pass? 

Mr. Jackman: I notice that the taxes amount to $7,039,000, which is 
approximately the same as in 1939. Those go to all the various taxing powers 
throughout the dominion, do they? 

Mr. Cooper: Yes. 

“Mr. Jackman: And they consist chiefly of payments to what type of 
political bodies? 

Mr. Coorer: The provinces and municipalities. 

; et JackMAN: We do not pay any taxes to the dominion for anything 
at all? 

Mr. Cooper: For income tax? No. 

Mr. Jackman: ‘There is no income tax, but there are no taxes paid to 
them apart from sales tax and general taxes like that? 

Mr. Coorer: Sales tax is not included in that figure. There are some 
small dominion taxes, but they do not amount to very much. 

Mr. Jackman: What type of taxes do you pay to the provinces? 

Mr. Cooper: It is on the mileage of the railway within the province, an 
arbitrary amount, say, $1,000 a mile. I do not know what the figure is, but it 
is on that basis. 
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Mr, JAcKMAN: For every mile of track you have in a province you have to 
pay that particular province $1,000? 

Mr. Cooprr: It varies with the different provinces, and I only used $1,000 
by way of illustration. The provincial tax is a tax based on the mileage of 
the railway within the province, and we pay this tax year by year to the 
province. 

Mr. JAcKMAN: Does the province provide any service for the railway in 
return for that tax, or is it simply the collector of revenue for giving a quid 
pro quo. 

Mr. Cooper: I suppose the province provides services to all the citizens 
of that province in some form or ‘another. 

Mr. JAckMAN: They do not give you fire protection. I suppose they might 
give you some police protection, to some extent, but is there any particular 
reason why they should tax a railway line? 

Mr. Cooper: They think so. All corporations are subject to provincial 
taxes of one form or another. Railway taxes are not included in the ordinary 
form of corporation tax, but it is covered by the taxing statutes of the provinces. 

Mr. JAckMAN: Of course, there are not very many railways and they 
have more or less to make a special bracket for you. I suppose they can tax 
" you as a corporation in regard to the property within the borders of the 
province? 

Mr. Cooper: No doubt about that. 

Mr. NicHotson: Do you pay taxes on all the hotels? 

Mr. Cooper: Yes; we pay taxes on all the hotels. 

Mr. NicHoutson: No inducement was offered to the railways when these 
hotels were being built in the different cities in the way of exemption from 
taxes? 

Mr. Cooper: No. There may have been some concessions made, but 
there was no general exemption. 
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CONSOLIDATED INCOME ACCOUNT 


Year 
1940 

BM ailwayn Operating + EVEDUCH (9 as od octane «oii 6 acpi /eie-aagis 9 nis $247,527,224 81 
RailweyaOperaving Mxpensesie aye g se venid a secs eke oe doh: s 202,519,812 88 

Net Revenue from Railway Operations................ $ 45,007,411 93 
all wey. w Damen COMUals al eye hattatis vay ain ihe yale alee'a a vfs a) 6,245,955 70 

Railway Operatin gr lucaine, shin sagt. We qcse det al cada ds $ 38,761,456 23 
PRO A HOTE EOCOMOEIVER Ts Lie wiKey co dV Nt Fed laid a elphe eaves! « 99,470 71 
ent. prom eacsetger-TPAIn. Cars. eee ewes ka bin’ pasyeeicegys 241,229 85 
Rene ronal Oatins HOULDINETIL oes state os a's 0 ea ek aualee ie gia 1,235 99 
Fients PORTA VV OL CIUGUIDMENE. . occ ee cee oer eiase ce die oles ces 152,469 06 
POMEL DOI Dye EN UC LN GOMLG Mier BIC al Pete ara wed Vins FOR etl cla a.¢ 1,634,640 82 
Hire of Freight Cars—Debit Balance. ........¢00es¢eeee> 2,210,844 87 
UO GR EO TE CIOCOMMOLLVER aia vel nitee «Wa Vela ee oad & Outs Ea ealatonelens 32,819 76 
LeU OME ASsOnCere LPaIn AAT Se aaidlec te eis: «orca eald eile eas 355,611 58 
GU LELOT et LOgLINe MO UIDIMeN Ura tees tac eo etd 6 ak aneteeles 68,189 53 
PUSTINET OC VY ORK VILQUIDTN CHE: ul4)c atete tai as, space eyateyeelh ote Meath 26,864 86 
Tomy LACH iGven Teens Debitey «aed elk da his tba oe aban teas 2,231,764 12 

Net Railway Operating Income. 22.5... . eb pe eee oe $ 35,964,407 94 
Revenneserr Oil. ELOtel, IPehAtiONSe, is ste 4s idlace ¢ ofels o « Dilterla aves 3,936,313 26 
Pixnetises Ol. LLOveL) Oper acione wis yee oeo.c 2) lle gids widen Sidley 3,304,806 91 
Mia ROaLOL MEO LC Ee TODELY Vise. canting elle hee } os. biglekos elahe ie amuse 129,320 28 

INGE ELOtel, Opera tino nincome ala Wid 2G) ue ea alee eels $ 502,186 07 
Income from Lease of Road and Equipment............... 74,144 94 
MVITSCOLAMeOLISY EVE Goel IN CONIC ost nee eletae ciel ey sieved soaiareie benette el aire 905,144 90 
Miscellaneous Non-Transportation Property—Credit........ 108,837 91 
AeA ht A COL Ot emt io) Ain oa eee are alee seal Rtd Aire wie 549,037 65 
Trceame: fromeuunded: BECUPILLES! 1h, bats oo 5). 0 'y4 ore es pea eeeerale 1,858,535 52 
Income from Unfunded Securities and Accounts........... 429,756 89 
Income from Sinking and Other Reserve Funds............ 155,753 63 
IM ISGCLLOMEOIM TT LICOLA Gry cole simi clot ie ceee’ a dino tw bas bettas Sahacolage es 1,588,663 71 
Wiiroellaneols  Pente-— Debib.h.c cheers or diote ood w siereldlalerdiele ary 552,935 O01 
Mince laneoun Law A COLUAIS:. (iu me wiee oiiks © gevdies sisarae MMQuree 86,299 16 
Separately Operated Properties—Loss...............--0-- 1,529,406 12 
Miseellancous income (Cnargves. = case Hiei. kph ve a ua eras sels 2,047,110 98 

Income Available for Fixed Charges, i} <6. )5 2 sisi ses sj $. 37,920,717 89 
Rent for Leased Roads and Hquipment...........-eeeeeees 1,467,326 76 
Tnterestion funded, Debt——Publice ss ios pe ene gh coins eate cis ae 48,701,523 73 
Tontovedt OIG OVeEVNIiel b LiOSDS: ae cals + eles ods dare arersuehqere Big « 1,737,963 50 
Waceresucon -Umrunded., Debt Skin wagers clgso'e onde ence olen mene ah 297,390 31 
Amortization of Discount on Funded Debt...............-.. 1,101,083 25 

PPOe sib ROCs CHATRERs Gah atin ak corks ware o oie ale ldad gi myatanaber sie SLDo,o00. 200) DO 

Income Deficit transferred to Profit and Loss.......... 66 


$ 15,384,569 


Year 
1939 


$203,820,186 
182,965,768 


$ 20,854,418 


6,246,460 


$ 14,607,957 


103,236 


7,856 
2,273,227 


$ 12,438,388 


3,331,303 
2,901,439 
127,500 


$ 302,363 


74,319 
929,270 
49,228 
420,288 
1,783,507 
365,115 
169,020 
1,634,409 
616,582 
130,159 
1,284,803 
885,466 


$ 15,248,900 


1,459,907 
49,814,377 
916,165 
183,335 
1,114,378 


$ 53,488,164 
$ 38,239,264 
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Mr. Ross: I see there is an increase in the loss of over $200,000 on the 
separately operated properties in 1940 as compared with 1939. Is that confined 


to a small number of items or is it spread over? 


Mr. Coorpr: There is the Rail and River Coal Company. The mines 
were closed down for a period during 1940, and that accounts for an increase 


in the deficit of $140,000. 
Mr. Ross: That takes care of $140,000? 


Mr. Coorer: Yes. There are quite a number of companies involved. 


would be glad to let you see the statement, if you wish. 
Mr. Ross: Later. 


I 


Mr. Jackman: I notice the net cost of acquiring United States and sterling 
exchange increased $1,151,000. What was the total, if the $1,151,000 was the 


increase? ‘ 
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Mr. Coorrr: In 1939 the average cost of United States funds was $1.028. 
In 1940 the rate was fixed at $1.11 per dollar. 


Mr. Jackman: How much was the C.N.R. out of pocket in purchasing 
foreign exchange, net, that is, United States cost less sterling profit? 


Mr. Coorrr: In 1940 the net loss on exchange, sterling and United States 
funds, was $565,000. In 1939 there was a profit on exchange transactions of 
$585,000. That is a profit of $585,000 in 1939 which was turned into a loss of 
$565,000 in 1940 and which brings the change up to $1,151,000. 


Mr. Jackman: On page 5 under the account heading “Other income on 
profit and loss requirements,” there is a statement which I read at the beginning 
showing the net cost of acquiring United States and sterling exchange increased 
$1,151,000. How does that jibe with that loss of $565,000? 

Mr. Cooprr: It says that the cost increased— 

_ Mr. Jackman: That is the net cost. 

Mr. Coorrr: The net cost? 

Mr. JAcKMAN: You just state the net loss which I presume is the same as 
the net cost on exchange in 1940, $565,000, and yet on page 5 you have got 
the net increase in the cost, $1,151,000? 

Mr. Cooper: In 1939 we had a profit of $585,000. 

Mr. JAcKMAN: You add the loss and the profit? 

Mr. Cooper: To get the increased cost. 

Mr. JAcKMAN: I notice that the rent for foreign cars increased. I presume 
that is because we borrowed more American cars? 

Mr. Coorrr: Traffic was increasing much faster than was the rail traffic in 
the United States. Our per diem payments in 1940 amounted to $2,210,000 as 
compared with $1,651,000 in 1939. 


Mr. JAckMAN: What is the ordinary experience in prior years in regard 
to paying for rental cars, that is, the net? What do the United States lines 
pay us or the C.P.R. as against what we pay for borrowed cars? Ordinarily, 
do we make money or lose money in this sense: do we pay more for the cars 
we rent or do we get more for the cars we lease? 

Mr. Huncerrorp: The rental payments are on exactly the same basis as 
between companies. It is $1 a day for nearly all cars. The process is more or 
less automatic, and, as the traffic increases, you get more foreign cars delivered 
to you under load, and all the time a foreign car is on your rails you have to 
pay $1 a day. | 

Mr. JackMAN: I appreciate that, but are we in ordinary years the debtor 
or creditor on that account? 

Mr. Huncerrorp: I think we are a debtor, generally. 

Mr. ArmMstrone: On railway owned cars, that is, freight cars, we are 
usually a creditor road. But there are what are called “private line cars” which 
are refrigerator cars, tank cars, etc. 

Mr. JackMAN: Do you use the cars of the Pullman company? 


Mr. Armstrong: Those would not come into this particular item, as they 
are passenger cars. But as I say, with regard to the ordinary run of box cars, 
flat cars, coal cars, we are usually a creditor road to a small amount. But 
because of these private line cars (which are owned by private companies) 
running over our rails and on which we pay from one and a half to two cents 
a mile, we are usualy a debit road when the whole account is taken together. 

Mr. Jackman: Then on account of these special purpose cars owned by 


private companies the typical railroad on the American continent is a debtor 
railroad in regard to rentals? 
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Mr. Armstrong: That depends upon what proportion of their traffic is of 
this particular type. The Canadian National, for instance, is a large participant 
in the movement of perishables, and that puts us in a position where we are 
usually a debit road. It is not true of all railways. 
~ Mr. Ross: Where is the Rail and River Coal Company situated? 

Mr. VaucHAN: It is situated in Ohio. 

Mr. Ross: Have you any history of our contact with that company? The 
loss 1s $140,000. 

_ Mr. VaucHan: The mines were not operating from the first of January to 
October, because we could purchase coal cheaper than we could mine it. 

Mr. Ross: We have holdings in that company? 

Mr. VaucHAN: We own the entire capital stock of the company which has 
a production capacity of 2,000,000 tons a year. In the early part of last year, 
until the minimum code prices were made effective at Washington, we could 
purchase coal cheaper than we could mine it. From the first of October when 
the minimum code prices came into effect we found we could mine coal cheaper 
than we could purchase it for, so we began to operate the mine again. 

Mr. Ross: But during the interval we lost $140,000? 

Mr. VaucHan: That $140,000 represents various things, including the cost 
of keeping the mine in shape and the interest on moneys of the Canadian National 
that were advanced in previous years, as well as taxes, depreciation, ete. 

Mr. McCuttocH: When this mine is closed down it keeps the mine in Nova 
Scotia ‘busy. 

Mr. Vaucuan: No. I think I might take exception to that now because we 
could use 1,000,000 tons more of Nova Scotia coal this year. 

Mr. McCuttocu: In the past that has been so? 

Mr. Vaucuan: No; it has never affected the Nova Scotia mines. 

Mr. Pouuior: Regarding rents, and to use untechnical terminology and give 
a clear illustration, the Union station at Ottawa belongs to the C.N.R. and the 
Paris station in Quebec city belongs to the C.P.R. Both railways use both 
stations, and J should like to know what the arrangement is in both cases in a 
broad way? 

Mr. Armsrrona: In a broad way it is on what we term a user basis; that is, 
the maintenance and operation of the station is on the basis of the use that is 
made of the station; that is, the number of cars and locomotives. 

Mr. Poutror: And it is paid fifty-fifty? The maintenance and so on is 
paid fifty-fifty? | 

Mr. Armstrona: No, sir; in relationship between the number of cars and 
locomotives using the terminal. That may not be fifty-fifty. 

Mr. Pouusor: Therefore each C.N.R. car when it is coming in, is checked? 

Mr. ARMSTRONG: Yes. 

Mr. Poutror: And that is so for pool trains? 

Mr. Armstronc: There is a special adjustment in connection with pool 
trains, particularly at Quebec. 

Mr. Poutior: Do you not think it would be much more simple to pair two 
stations like that and make an arrangement with the C.P.R. and say to them, 
“We will use your pool station and you will use our Union station”? ‘That 
would save a lot of accounting. 

Mr. Armstrone: It might be what someone referred to the other day as 
one horse and one rabbit. The total costs are not the same in both cases. 
Interest charges and maintenance and other costs are ereater in the one case 
than they are in the other. 
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Mr. NicHotson: I should like to refer to a statement made yesterday with 
regard to profits and losses on hotel dperations. I notice there was a profit 
in connection with the Bessborough in Saskatoon. Did that take into account 
interest on the capital invested in the hotel? 

Mr. Armstrone: No. 

Mr. NicHotson: No account was taken of that? 

Mr. Coorrr: No, we did not. 

Mr. Maypanx: You do not give any statement to show that, do you? 
You always simply show operating profit or loss? 

Mr. Cooper: Yes. 

Mr. Mayspanx: No account is ever taken of the investment. I mean, 
in the statement you make? 

Mr. Cooper: That is right. 

Mr. Maysank: I have here a statement, taxes on hotel properties, $129,000 
I think it is. That is all municipal taxes? 

Mr. Coorrr: Yes. 

Mr. Mayspank: Wherever you have an hotel, you pay the ordinary taxes 
that any other similar business pays. Is that right? 

Mr. Cooper: I could not say. That is a matter for our tax commissioner. 
I think in every case it is a matter of negotiation. But generally the railway 
is taxed by the municipalities just like any other corporation. 

Mr. Maysanx: Sometimes you do not, but generally speaking you pay the 
usual taxes? 

Mr. Cooprr: Yes. 

The CHatrman: Page 14. Are you ready to go ahead? 

Mr. Pounior: Just a word, please, Mr. Chairman. I understand there 
is one item that has been carried now—Dominion government, proprietor’s 
equity. I have a suggestion to make. Here we have the estimates and there 
are many items for the C.N.R. at page 47 and page 48. I wonder if it would 
not be possible for us to prepare the report just the same as this, and have the 
estimates in the report in order that we may see what is coming to the House 
at the same time—the estimate under each item concerned. I do not mean 
to have it this year; it could be for next year, Every one would be more 
familiar with the whole situation and the whole picture. 

Hon. Mr. Carpin: This is the report of last year. The point you mention 
is covered by the budget which we consider later on. 

Mr. Pouutor; Yes. 

Hon. Mr. Carpin: The budget includes all the items you find in the 
estimates. 

Mr. Pounior: Yes. 

Mr. Jackman: On page 5, Mr. Chairman— 

The CuHatrMan: Just a minute, Mr. Jackman, till we get this matter 
straightened out. Mr. Hungerford says they have this statement here, Mr. 
Pouliot, of the estimated cost. You want the estimated cost shown opposite 
the items; is that the idea? 

Mr. Povuuior: Yes, or beneath. 

The CuatrMan: The secretary has copies of this for each member. 

Mr. Pounior: Yes. But we have a lot of papers and when it is all 
together on the same sheet it is easier to follow it. 

The CHairMAN: It is a matter for Mr. Cooper. 

Mr. Povutior: That is just a matter of making things easier for us, because — 
we cannot carry a whole library with us all the time. 
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Mr. Maysanx: What is this funded debt on which there is $297,000 of 
interest? I hope I am not breaking in on a question. I do not know whether 
I am or not. I could not follow proceedings very well from back here. 

Mr. Jackman: That is the second item from the last on page 13. 

The CuarrmMan: Order, gentlemen. One at a time, please. 

Mr. Cooper: What was the question? 

Mr. Maypank: I wanted an explanation of that unfunded debt item in 
a general way. 

Mr. Cooper: In a general way it is interest on bank overdrafts or 
anything of that sort. 

Mr. Maypank: Bank overdrafts? 

Mr. Cooper: Interest on funded debt is interest on debts which are 
represented by securities. Interest on unfunded debt is interest on debt 
which is not represented by securities. 

Mr. Maypanx: Yes, I realize that; and that, I suppose, would be divided 
into various classifications. -I want to know the general nature of those. 
You say it is chiefly interest on bank balances from time to time? 

Mr. Cooper: Yes. 

Mr. JAcKMAN: Bank debits? 

Mr. Coorzr: Yes. Also interest on unpaid taxes when due. 

Mr. Maypank: It might be that too? 

Mr. Coorer: Yes. Interest on unpaid accounts when due, if they carried 
interest, would come into this account. 

Mr. Maypank: That is all I want. 

Mr. Jackman: What is the average rate of interest you have to pay 
to the bank on overdrafts, approximately? 

Mr. Cooprr: I- could not answer that. I doubt, as a matter of fact, 
whether in 1940 we had any overdrafts. 

Mr. Jackman: You would have no overdrafts? 

Mr. Cooper: I doubt whether we had one. I do not think we had. 

Mr. Jackman: What does your unfunded debt consist of as well as 
arrears of taxes? 

Mr. Maypanx: You would have overdrafts, according to what you 
just said. 

Mr. Cooper: You asked me in a general way what the account was. 

Mr. Maypanxk: Yes, yes. You ordinarily create bank balances, but this 
time you did not have an overdraft, so it would be some of these other classi- 
fications you mentioned? 

Mr. Cooper: Yes. In the case of workmen’s compensation—the largest 
item in 1940 has reference to workmen’s compensation payments. We capital- 
ize the cost to us of a workman’s compensation award which 1s payable 
on an instalment basis. That is, we charge our operating account with 
the capital sum itself and accrue annually the interest which would be earned 
on the amount if it were taken out of the general account and placed in a 
pea fund. The interest is taken up in our accounts as interest on unfunded 

ebt. 

Mr. Mayvpanx: Your arrangements with the various compensation boards 
is that you will supply them with the money if, as, and when needed in respect 
of any accident? 

Mr. Cooprr: Yes. 

Mr. Maysanx: You do not pay any money in there in the way of 
premiums? 
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Mr. Coorrr: No. 

Mr. Maypanx: To the boards? 

Mr. Coorrr: No. 

Mr. Maypanxk: Do you? 

Mr. Cooper: There are a lot of different arrangements regarding work- 
men’s compensation in the provinces. 

Mr. Gray: Does it differ from province to province? 

Mr. Cooper: My recollection of the prairie provinces is that we pay a 
percentage of our pay roll into the Workmen’s Compensation Board and we 
are acquitted with that payment of further liability. 

Mr. Gray: Then it does vary? 

Mr. Cooprrr: Yes. 

Mr. Gray: According to the various provincial Acts? 

Mr. Cooper: Yes. In Ontario we pay the actual cost. 


Mr. Mayzanx: That is quite sufficient for my purpose. 

Mr. JAckMAN: What have these workmen’s compensation board awards 
or premiums got to do with interest? 

Mr. Cooper: Let us say there is an accident, and we estimate that we 
will have to pay over a period of years the sum of $10,000. We charge our 
accounts with a sum which, accumulating at interest over that period of time, 
would amount to $10,000. The difference between the principal sum and the 
accumulated total on a sinking fund basis is interest, and that interest charge 
is in this account. 

Mr. JackMAN: You do not just charge the premium from year to year 
ugainst the current operations? 

Mr. Cooper: Oh, no. That would not be right. If we had a bad accident 
in 1940 we would charge 1940 operations with the cost of such accident. We 
should estimate what the total future workmen’s compensation payments will 
be and we charge to our accounts a sum, which accumulating at interest over 
the estimated period of disability, will meet all the monthly payments due to 
that employee. The interest portion of such items is in this account. 

Mr. JackMAN: I presume that is rather unique with the railway systems, 
is 1t? I am speaking of the method. 

Mr. Cooper: Let us put it the reverse way. Instead of doing it that 
way, if we set aside in a sinking fund, say $8,000, the total payments being 
estimated to amount to $10,000, we would figure that perhaps the sum of $8,000 
with interest over the period of the disability will provide sufficient to pay 
monthly compensation payments amounting in all to $10,000. 

Mr. JACKMAN: Yes. 

Mr. Cooper: If that sum were in the sinking fund, there would be an 
interest earning, would there not? 

Mr. JACKMAN: Yes. 

Mr. Cooper: We do not set the sum aside. We keep it in our general 
account, but the effect is the same. There is the interest factor on a delayed 
payment. 

Mr. JAcKMAN: Yes. 

Mr. Cooper: That interest factor is accounted for by us through this 
account. 

Mr. JACKMAN: Yes. What rate of interest do you have to pay the gov- 
ernment for temporary loans? 

Mr. Cooprr: Three and a half per cent generally. You will find that 
set out, Mr. Jackman, on page 20. 
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Mr. Jackman: On page 5 again you mention, three lines from the bottom, 
taxes, interest on funded debt, interest paid to the government, etc., totalled 
$61,972,000. Yet taking the figures above on that page, we have taxes of 
$7,039,000, interest to the public, $48,701,000; interest to the government, 
$1,737,000, giving a total of $57,477,000, which leaves a discrepancy of about 
four and a half millions between the total of those three items and the amount 
I mentioned first, namely $61,972,000. I presume those four and a half 
millions are included in the “etc.”. But what is the general nature of the items 
constituting that? 

Mr. Cooper: Would you mind turning to page 13? If you turn to the 
item under tax accruals and then continue with rents of locomotives, and go 
on down that page including everything except interest on funded debt and 
interest on government loan, together with the item shown on page 12, the 
net of these different accounts amounts to some $4,000,000; which is I think 
the answer to your question. This paragraph on the bottom of page 5 is a 
very brief statement. We set out the operating revenue which is an item 
of primary interest; we set out the interest and taxes and that sort of thing; 
but we do not go into detail of all the accounts which are a part of our income 
account, they are all detailed on page 13, and it is an aggregate of these 
items which are not specifically set out which are grouped together in the 
word “etcetera” on page 5. 


Mr. Poutior: You probably agree that the consolidated income account 
on page 13 is hard to understand for a layman. According to this there are 
rents from locomotives etcetera and rents for locomotives—will you please tell 
me what is the difference between a rent from a locomotive there and a rent 
for a locomotive, with examples? 

Mr. Coorer: Rent from locomotives is the rent we receive when another 
railway company makes use of one of our locomotives. 


Mr. Pounior: Yes, rent from is when you rent it to another company. 


Mr. Coorrr: That is right and when it is for locomotives it is the 
reverse, when we rent it from another company. 


Mr. Poutior: Therefore the charge is made to you? 
Mr. Cooprr: Yes. 


Mr. Poutior: How is it that all that is together here? Don’t you think 
it would be better to put rent for locomotives under rent from locomotives 
and so on in order to check it? 


Mr. Cooper: There have been a number of opinions as to the best way 
in which to show these income accounts. Which ever way you do it it is going 
to be a little bit confusing for the man in the street. But there is a more or 
less uniform recognized way of stating railway accounts in use by all railway 
companies. This report is not prepared primarily for the use of this com- 
mittee. It is the report to be circulated across this continent and goes out to all 
the other railway companies. 

Mr. Pouttor: Yes, but in this committee it is difficult to make an efficient 
comparison between credits and debits. 


Mr, Cooper: Yes, it is, Mr. Pouliot; I quite admit that, however, the 
difficulty is in adding it, and I suggest that you don’t worry yourself about 
that. The item of rent from locomotives is set out very clearly with the 
corresponding figure for the previous year and with the explanations as to 
what the item means; and I do not see how you could show it any more 
clearly, unless we were to show “our company locomotives rented to other 
railway companies”—and I do not see that we need to make the description 
as’ elaborate as that. 


Mr. Poutior: What do you do in the case of those trains that run down 
through the eastern states? 


92 STANDING COMMITTEE 


Mr. Armsrrone: We do not pay rental for a locomotive in that particular 
case. The railways make an arrangement whereby the locomotive of the 
road over which the train is running is paid for by that company. That is 
for instance, the New Haven handle that train between Springfield and New 
York, and that company does that with their own locomotive which hauls the 
train. There is no settlement made between the companies for that work. 


Mr. Povuutior: Thank you. 

The CHAIRMAN: Page 14. 

Mr. JAckKMAN: At the bottom of page 13 we see that the income deficit 
transferred to profit and loss amounts to $15,384,000 odd; then I must refer to 
the report of George A. Touche and Company at page 2 where they say: “We 
would again recommend the establishment at an early date of uniform accounting 
regulations, of a mandatory character, applicable to all Canadian railways under 
the statutory authority of the dominion.” Would someone amplify just what 
George A. Touche and Company are referring to there? 

The CHarrMaN: Could we not make a note of that just now and take it 
up when we come to it? 

Mr. JackMAN: It has such a bearing on income accounts, because if the 
public auditors are qualifying their certificate it obviously must refer to items 
which should go into the current operating account for the year, and we are 
dealing with the consolidated income account which includes these matters. 

Mr. Cooper: There is a lack of uniformity I think in the accounts as 
kept between ourselves and those of the Canadian Pacific Railway. The differ- 
ences are getting smaller as time goes on, but generally the Canadian National 
System of accounts is based upon a structure set out in the accounting regula- 
tions of the Interstate Commerce Commission, which is mandatory with respect 
to all United States railways; and one of the problems in our case is that a 
large part of our system is within the United States and it is subject to the 
orders of the Interstate Commerce Commission, and we must by law keep our 
accounts in accordance with their requirements. It is very convenient to have 
uniformity when we come to stating our Canadian accounts so that we can make 
system accounting on a uniform basis. The Canadian Pacific do not have to 
meet that particular difficulty to the extent that we do. On the other hand, 
I think the Canadian Pacific point of view has been that their shareholders 
are very largely residents of the United Kingdom and they rather lean toward 
the United Kingdom system of keeping railway accounts. There has never been 
a regulation issued by the Canadian authorities describing and making mandatory 
a uniform system of accounting, and that is what the government auditors 
have reference to; in their opinion they think that something of that sort should 
be brought about and enforced. 

Mr. JACKMAN: It is desirable in order that comparisons may be made with 
the other line in Canada. 

Mr. Cooper: We have always urged uniformity of accounting. 

Mr. JAckMAN: Yes. May I ask if the implications of that paragraph in 
the Touche report simply refer to the method of stating the accounts, or do they 
go forth deeply into matters such as depreciation and other charges and opera- 
tions; is it simply the method of stating accounts as you have been? 

Mr. Cooper: That is a question I think you would have to address to Mr. 
Matthews who is a member of George A. Touche and Company. 

Mr. JAcKMAN: Is he here? 

The CHamman: Yes. Do you want the question answered now? 

Mr. JAcKMAN: It all has to do with this question. I do not want to 
inconvenience the committee but I would suggest that it has such a direct bearing 
on income that I think we should have it. 
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| The CHarRMAN: Is it the wish of the committee that Mr. Matthews be 
asked to reply to this interrogation? 


Some hon. MreMBers: Yes. 
The Cuarrman: Mr. Matthews, will you please come forward. 


O. A. MarrHews, of George A Touche and Company, called: 


Mr. MatrrHews: Would you lke me to answer this question alone or to 
deal with the whole matter in which we are interested? 


The CHAIRMAN: Well Mr. Matthews, we seem to be held up with the 
pursuance of this:report on these things. I think we just want this question 
cleared up for the time being. 

Mr. MarrHews: Well, Mr. Chairman, and Mr. Jackman: This matter of 
uniform accounting between the Canadian National and the Canadian Pacific 
Railways has been the subject matter of our reports on a number of occasions 
for five or six years and I may say that its importance from the point of 
view of the Canadian National lies in the fact that for years the performance 
of the Canadian National Railways has been made a subject of comparison 
with the Canadian Pacific on the basis of published accounts. The Canadian 
National Railways has chosen since amalgamation in 1923—with the principal 
exception of depreciation—to adopt uniform accounting methods as prescribed 
for class 1 railroads in the United States; and in view of the fact that so much 
publicity has been given, and oftentimes adversely to the Canadian National 
Railways, it has been the firm conviction in our mind that the accounts of all 
railroads in Canada should be presented to the public on the one basis so that 
when comparing performances in references in the public press they at least 
will be considering computations made on the same basis. Our thought was that 
the railways of Canada are sufficiently important to ask the consideration of 
parliament to the establishment of a basis of preparation of information to the 
people of Canada about these railroads that would be read not only in Canada 
but in the United States and Great Britain, on a basis that would at least be 
accurate in comparison. ‘That is the underlying reason for our suggestion on 
this matter. For several years past, as a matter of fact in our reports of 1934, 
1933 and 19385, we went into considerable detail on this matter, but in recent 
years we have been content to make a short reference to the matter. If the 
committee were interested we would be very glad to get our report on that in 
1934 and read the detailed analysis in that of this situation which we made at 
that time. 

Mr. JAcKMAN: So that I take it, Mr. Chairman, that this paragraph simply 
refers to a different method or more uniform method at least of stating what 
has actually taken place in regard to charges to operations during the year 
rather than what is more substantial; namely, the inclusion of items in the 
operating expenses which are not presently there. 

Mr. Matruews: Well, we have no knowledge of the Canadian Pacific 
accounts. We have some knowledge of the Canadian National accounts. We 
do know that for years there has been a great deal of misrepresentation, or 
misunderstanding, and it has some of its root in.the fact that the Canadian 
National have chosen to adopt a standardized method of presenting its accounts. 
That method is one that has been adopted, as I say, by the United States Class 
1 roads. It is not perfect but it is the result of the study of railroad executives 
in the country over a good number of years, and as such we think it has merit; 
but the principal difficulty is that the Canadian National has not tied itself 
down to a recognized and standardized method of accounting, but in Canada 
there is need for a common interpretation of what constitutes operating 
performance. 
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Mr. Jackman: I notice this year that for the first time the Canadian 
National have been setting up an item of depreciation on rolling stock—not 
only because of the increased traffic and the fact that requirements of rolling 
stock are not advisable on account of the immediate need for cars—that mention 
is made that it is now in conformity with the I.C.C. practice; is everything 
else with regard to accounting in the Canadian National system in conformity 
with the I.C.C. regulations? 

Mr. MarruHrews: Depreciation was the one-exception, sir. There are no 
other differences of importance. The I.C.C. in setting out their security set 
out the securities held and against that the company securtties indented—they 
do not indicate the amount of depreciation under each. | 

Mr. JAckMAN: As far as arriving at the net income or losses for the year 
all the charges made under the I.C.C. regulations are made in our system? 

Mr. Matrnews: Yes, and as such, Mr. Jackman, each year we have made 
clear that depreciation was the principal matter of difference between the two. 

Mr. JAcKMAN: I notice you say in the following paragraph: “In respect of 
current maintenance policy we have received certificates from the president to 
the effect that the properties and equipment of the National system have been 
maintained in a proper state of repair and in an efficient operating condition 
during the year 1940.” Would you say that the maintenance of the property was 
quite adequate to maintain the original capital cost of the equipment on the 
books which you have not depreciated? 

Mr. Marrupws: Yes; as far as the bad order equipment is concerned, 
at the end of 1940 the relative position of the Canadian National to class 1 
roads of the United States is very satisfactory. In fact the bad order equip- 
ment in the main of the Canadian National Railways shows a better ratio than 
class 1 roads of the United States on the same date. 

The CuatrrMan: I do not believe we ought to pursue this too far at the 


present time, because we will have the opportunity when Mr. Matthews 1s: 


before the committee with his full report. 

Mr. JAcKMAN: We can leave it now. 

The CHairMan: If we can get this report off our hands now we will proceed 
with the auditors’ report. 

Mr. JAcKkMaAN: All right. . 

The CuarrMan: I should like to ask Mr. Matthews one question myself before 
we leave the subject. Did I understand you are recommending a uniform system 
of accounting for the two Canadian railroads as specified by the government? 
Ts that the idea? 

Mr. Marrnews: Yes, Mr. Chairman, having in mind the general position 
of the roads in the United States to the Interstate Commerce Commission which 
in effect is a branch of government, and as such the railway operating statistics 
in the United States are uniform between roads. So that in Canada it has 
always appeared to be very necessary in view of the great publicity that is 
given in this country between these two properties, at least they should be on 
a basis that represents a standard comparison. 

Mr. Povuttor: Here is the C.P.R. report of last year. Can you point out— 

The Cuarrman: We will come to this report a little later on. 


Mr. Pouuior: I should like to ask Mr. Matthews to specify the difference — 


in the accounting of the C.N.R. and the C.P.R. reports. 


Mr. Marrunws: Take a look at the balance sheet. I do not need to say 
anything about that. You can look at the balance sheet yourself. They have 
their own method of accounting and we have nothing to say about that, We 
are simply looking at this thing from the point of view of the Canadian 
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National Railways in its relationship to public information. The investment 
of moneys in this property is held in the United States and in Great Britain. 
This is of minor importance to the capital revision, but the capital revision 
has a fundamental purpose, because of the very fact of a billion and a half 
dollars debt added to the net debt of this country and published in the invest- 
ment circles of the United States and London. In a sense when comparisons 
are being made we have the same general thought in mind, that they should 
be made on a proper basis. 

Mr. Povuuior: Are you making that suggestion only from the point of view 
of the impression that is being made on the public or are you making it also from 
the point of view of embarrassment which the railways may face when they 
have adjustments to make in certain transactions between themselves? 

Mr. Marruews: Oh, I do not think so. No, I am only thinking of— 

Mr. Povuior: Of the general impression on the public? 

Mr. Marruews: Of the general impression on the public, the desirability 
in our opinion of the government considering the putting of the railways in 
Canada on the same basis as the railways of the United States are with regard 
to the Interstate Commerce Commission. 

Mr. Poutrot: To make the people better understand the position of the 
railways? 

Mr. Marruews: Yes, that is right. 

Mr. JAckMAN: May I address another question to Mr. Matthews? 

The CHAIRMAN: Yes. 

Mr. Jackman: You feel then the I.C.C. system of railway accounting is 
superior for our conditions anyway to that which obtains in the Old Country, 
because you said the C.P.R. tends to follow the British practice rather than the 
American? 

Mr. Marruews: Well, Mr. Jackman, I would not be one to offer any 
opinion on the superiority of the British as against the American or vice versa. 
I am simply stating to you the fact that we live on this side of the ocean. The 
Canadian National adopted the practice of the United States railways; and it 
must be borne in mind that the railroads are not in Great Britain. The railroads 
belonging to this property are in the United States; and that was the beginning 
of the need of uniform accounting in the Canadian National Railways. It was 
done on account of the Grand Trunk Western lines. 

Mr. JAcKMAN: In other words there is more sense in adjusting our account- 
ing system— 

Mr. Marruews: More practical. 

Mr. Jackman: —to the American than to the British. 

Mr. MatrHews: Yes. 

Mr. Ross: More intimate connections. 

Mr. Marruews: There is no connection between our operations in this 
country and operations in Great Britain. They are all on a different basis, and 
I would not wish to make any comparison because their system must be good. 
They have been in the railroad business a long time. 

Mr. Povuuior: To satisfy me, Mr. Jackman, will you please tell me what 
you mean by I.C.C. Commission? 

Mr. Jackman: Interstate Commerce Commission. 

The CuairmMan: I think we will proceed, gentlemen, because we have to 
get through with this some time this spring. 

Mr. Jackman: Before you pass from the consolidated income account may 
I refer to the following paragraph on page 6 under the heading of finance, 
“No security issues fell due for retirement during the year other than the 
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normal annual payments of principal under equipment trust, sinking fund and 
serial issues, which totalled $8,548,182. This amount was financed through 
temporary loans from the government.” Is there any item in this consolidated 
income account which shows the charge for that particular equipment during 
the year 1940? In other words this is a serial plan, I take it, or a sinking 
fund plan of some sort. Where, if you have any at all, is the charge for that 
equipment which was retired by advances from the government in the expenses 
attributable to the year 1940? 


Mr. Cooper: This, of course, is purely a financial transaction. We are 
paying off funded debt and repayment of funded debt has no effect on the 
income statement as such. It is simply a reduction of the funded debt lability 
account. If it is in your mind, for instance, that these annual instalments 
represent an annual charge to the operations for the wearing out of the equip- 
ment against which they were issued then I think your idea is wrong. The charge 
to operations with respect to the wearing out of the equipment itself is taken 
care of by the charge for depreciation. 


Mr. JAcKMAN: So that I can be clear in my mind that you did not get 
the use of these cars that were paid for by the dominion government. You did 
not get the use of them for nothing without charging the current operations 
in 1940 for the prorated amount of use you made of them? ' 


Mr. Cooper: You can be quite sure in your mind on that, Mr. Jackman. 
The CuarrMAN: Let us continue with page 14. 


OPERATING REVENUES 


Year 1940 Year 1939 
Aoi gh. MIAN re RT co Wg OS IY a $191,433,308 13 $158,309,025 45 
Maritime rated) med wetiiry wit wdie acy on elas we cepa ceett PLiminersE 3,128,900 71 1,946,064 65 
Wamsericee ty i gl 7am CU SN vi ence Lo A ch PMR ORR EA TY ERS a 21,702,046 30 17,817,119 48 
BI BORSS Leb ae AT BU SN Tesi ao er aa TL) Na ne Le ck | 71,067 56 72,419 23 
oN eter 3 eV edia cre ga PROM ANSI 1G PRA eR Regal DL 2 AMM OIE pS 1,315,664 53 1,118,662 63 
Parlour: andl Chaar Hoan ice ween oie Ll. CL re MGR ae Ho) (omelis a iats 148,618 43 139,184 04 
BLE TU VE Pre aM Rg ly Ct Ca MPAA Moet Manoa au me Re OY SE Ae dt AN A 3,984,159 20 3,559,419 65 
Railway; AXprese  awemey Ci Wh ls iii TeeE Annan. RCNA NE) 0 BE 504,320 48 342,041 93 
Dg 9 as) Rae ON UE WaT a HS Seat Big ee MRR Aap tS Si NRG OOP Mog ae ye 13,602,893 29 9,616,999 16 
Other: passenger hepar ta MiMi ls CUI ote ame emmm ain AEN il Ail 40,574 61 44,908 71 
fT RRA TAPE Reece et Us dhs URC cc ie ha Vat ROME 283,245 17 300,846 45 
SS wAbehiie ey.) ey ies aah ANE Tae e Ue uth ue 2, Sa SRA POs Re NOR SE et) 2,468,369 60 2,220,643 57 
Water trandiete--tretahiinn maint cetor yds Mere mrt e ieee dirk I 126,683 27 75,187 60 
Water’ transiers “passenger ley yO On TE ay aah 23,887 41 22,674 07 
Water transfers—vehicles and TT Viel Seno le AUS Malia cM nS hI dah 42,580 50 39,737. 50 
Water inant ote sobher (wii (Ol ial ul] sc oMiig ne Japeiomenc ami 7! i hada 285 2 90 
Dining sand owihet aii ac A eae ea a a a UDG A ae 1,141,737 39 798,034 69 
Resta UNaniis Hf vei th ANAC cia al ieahayyt me ikini ts UhLedi Sa tea i UICUPS TO CeO 16,102 30 13,722 80 
Station, train, and boat privileges’... 0.05.00 002.002.0000. 110,281 66 92,788 20 
Pace)! TOO VAM a ak sh ec Uaraht af Flu MOLE NR RINT INE te avait 38,232 49 32,897 55 
Slotage— fret eR Giny) MMe OMe Mie URE Wis FM Oa Ini mmm ont AUTONET 139,220 48 141,231 90 
Stonage——ba gage a Rom NAT NU. LOU WRN i Rae a 16,762 43 14,244 74 

Denminrns gen, ur asin eed Cay sce eae eI 427,462 85 244,597 
Telegraph sand Lelep none) des aly iain iii a ea nai alHebL TH) 10,345 23 10,135 37 
Telegnaph—camme nora Vai eli Lica I Ae aera RBA ROY ay 4,427,843 91 4,302,997 74 
Grain elevaborn dilate wat ae aan ce dmeaded ate irr ane 8 Ji 286,611 44 93,432 46 
Rents of buildings and other DPEOPETUY)...: 4) Rabe aromas Aut os Tabs 449,968 29 441,537 00 
Mieceblaneotis tie wih omer ue Ebh, Ai Jo MaMa ti ENC Ma 1,660,500 72 1,654,070 75 
Joint faguaky—-ored its ain wh (uk goal 4). lhe Minar mel eae ety 409,006 51 415,014 19 
Joint) facility debits Misr eey h eM CM uit ny At Ml ial nme TP la 83,172 93 59,455 70 
-_ 
$247,527,224 81 $203,820,186 62 

SUMMARY OF OPERATING EXPENSES 

Year 1940 Year 1939 
Maintenance ol way: and sbroctures ))) yh. site ee anne hal ait $ 40,002,420 65 $ 36,530,434 24 
Maintenance of CUR Dita Ga ON Maa i Wak ee AI 48,126,387 67 42,662,023 70 
Trafic , 2%". oo nik wien hangar tal lacdi's Vue We A Patene (iaily! once? Sha A AlN TD ML SC ne 5,148,990 90 5,175,594 62 
AMAnS POT bao M's aie a og lade aN a) Ar i na te ena RE 98,660,172 14 88,840,663 85 
Miscellaneous /operations 20.01.00) .406. 1 yu ee 1,646,918 99 1,298,214 56 
General Hele Sika tae ‘alah [eie nth wre tala teh Clee’ aS: 9 bee Sot ee RR RY LS 9,317,273 07 8,971,891 88 
Transportation for investment—credit.............0..0 1017" 382,350 54 513,054 67 


$202,519,812 88  $182,965,768 18 
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Mr. Nicnotson: Mr. Chairman, in connection with page 14.I notice under 
operating revenue an amount shown of the revenue derived from freight, pas- 
-senger, sleeping cars, parlour chair cars, dining cars, etc. There is no breakdown 
showing the operating expenses with regard thereto. I wondered if we could 
have a corresponding item showing the expenses in these different departments. 
Could we have a statement showing the operating expenses in connection with 
freight? 

Mr. Cooper: No, we could not give you that. The operating expenses of the 
railway are broken down under the headings you see immediately underneath 
the operating revenue detail. The total operating expenses are broken down into 
maintenance of way and structures, maintenance of equipment, traffic, ete. 
That represents the cost of maintaining the road, ete. In connection with sleep- 
ing car operation— 

Mr. NicHoitson: Have you any idea what it costs to operate your sleeping 
cars? 

Mr. Cooper: Yes. The cost of the service you will find on page 16. 

Mr. NicHoutson: You have no statement showing the cost of freight service? 

Mr. Coorrer: No. 

Mr. NicHoLson: Or passenger. 


Mr. Cooper: Take the renewal of the track itself. Can you suggest any 
way in which the cost of repairing the rails, ties, etc., would be broken down 
as to freight and passenger service? 
Mr. Ross: How do you arrive at your general freight structure, the cost 
of moving a ton of freight a mile? 


Mr. Cooprr: It is quite impossible. The Interstate Commerce Commission 
did prescribe a formula for the separation of expenses between freight and pas- 
senger service. It is a conglomeration of per cents of this and that; it does not. 
mean a thing when you have done it. For a number of years we spent a lot of 
money working out the cost of our freight and passenger service according to 
the formula and when we had done it we had nothing except an addition to the 
red ink figure in income statement. 


The Cuatrman: If you will let us get on with the items you will find them 
all particularized a little further on. 

Mr. Jackman: I think we might refer the honourable member to a library 
of books on freight rates and costs. You cannot have a costing system that 
would tell you that, if I understand it at all. 

Mr. Hazen: Do your figures show how many pounds of mail you haul? 


Mr. Cooper: No. I believe the payment for mail, as Mr. Coolican said 
yesterday, is on the basis of space. 


The CHairMan: Are you through with operating revenue? 


Mr. Nicuotson: I cannot find the item on sleeping cars, mentioned on 
page 17. 

The CHArrMAN: Dining and buffet service. 

Mr. NicHotson: Have you any way of knowing whether your sleeping 
car service operates at a loss or a profit? 

Mr. Armsrrone: You can get at certain direct expenses for the operation 
of sleeping cars. They are shown on page 16, about two-thirds of the way 
down, transportation expenses—operating sleeping cars. Those are certain 
expense directly attributable to the operation of the cars,—the porters, supplies, 
laundry, and all other such items; in the same manner the dining-buffet service 
is shown at the top of page 17. That is the cost of food, waiters, linen, cutlery, 
etc., directly attributable expenses. It does not include the cost of hauling the 


cars or car repairs, interest on the investment, depreciation, or anything like that. 
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Mr. Povuuiot: Who prints this report? Is it printed by the King’s Printer 


or some printing firm in Montreal? 


Mr. Coorrr: Mr. Thompson can answer that question. I do not know who 


printed the report. 

Mr. THompson: It was printed commercially on tender through our station- 
ery department. 

Mr. Pouuiot: That is all right. 

The ChairMAN: Summary of operating expenses. Do you want to consider 
anything there? It is on page 14. 

Mr. Nicnoutson: With regard to that item on superintendents, have you any 
idea of the monthly cost of providing private cars? 

Mr. Cooper: I am afraid I could not give you that. 

Mr. NicHotson: Have you no estimate on that? 

Mr. Armstrone: I do not think there are any figures kept. You are 
speaking of the cost of the superintendents’ cars? ‘ 

Mr. NicHouson: Yes. 

Mr. Armstrone: We could find the cost of supplies and linen and various 
other supplies in the cars; the cost of hauling and repairing them would not be 
kept separate. 

Mr. Nicuouson: It is not included in this item? 

Mr. Armstronc: It is included in “ superintendence.” 

Mr. Poutior: Has each superintendent and each general superintendent 
a car? 

Mr. Armstrona: That is practically correct. There are a few exceptions 
where superintendents have not got cars. 

Mr. Nicnotson: How many private cars are operated? 

Mr. Armsrrone: There are 64 business cars shown under work equipment 
on page 26. 

Mr. NicHotson: Have you an estimate as to what savings might be effected 
by reducing the number of these cars? 

Mr. ArmstroNnG: It might not be a saving, it might be an increase in 
expense. As a matter of fact, the cars are operated for good and _ sufficient 
reasons. 

Mr, NicHotson: How do you estimate that there might be an additional 
expense? 


Mr. Armstrone: The railway must be supervised. In the judgment of ~ 


the management this is the best way to do it—that is to supply the general 
superintendents and the superintendent with business cars. After all, these 
are the superintendents’ and general superintendents’ offices when they are on 
the road. 


Mr. Pouuior: How many general superintendents are there? 


Mr. Armstrone: There are eight general superintendents, four on the — 


western region and four on the central region. 


Mr. Pounior: Do you think it is indispensable to have them? Is it not a 
kind of senate for the old employees? 


Mr. Armstrona: Railroads generally find that this is the best method for ‘ 


carrying on operations. 
Mr. Pouuior: Is it because superintendents cannot be relied: on by the 


management? Are there general superintendents there to cover certain deficien- 


cies or something like that? 
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: Mr. Armstronc: I doubt that; it is similar to an army organization where 
they have a major looking after several captains and the captain looking after 


several heutenants. 


Mr. Pouttot: And it might be the same as in that case, just red tape. 
Mr. Maypank: Of course, it is useful to have as many superintendents as 


- possible in order to give the men somebody to swear at. 


Mr. Poutior: What is the purpose of the superintendents? I can conceive 
that it is the same thing as the superintendents of engineers that are disappearing 
oradually here in Ottawa. That was established a few years ago, and the 
people are there and they are very difficult of access and they are very important 
and very haughty. That is my experience with them. There was one in 
Quebec who was declared sick and he stayed three or four years before being 
superannuated. He was a perfect nonentity, and there is another one there who 
is impossible to deal with to settle some problems. I hear they are the fifth 
wheel of the car. That is my opinion of them after careful consideration, and 
if this useless expenditure were cut it would be a great saving for the railway. 

The CuHairMAN: It would be quite a saving if we did not have to pay any 
salaries at all. 

Mr. Poutrort: What is the cost of these eight general superintendents and 
their staff? 

Mr. Huncerrorp: May I say a word in regard to this question: our 
organization of officers and our practice in regard to business cars is almost 
identical with that of the Canadian Pacific Railway and all other railways 
that operate under similar conditions. It is a practice that has been developed 
through experience over a long period of time. 

Mr. Pouuiot: I do not want the C.N.R. to follow the practice of any 
other railway, I want the C.N.R. to be a better system than any other railway. 

Mr. Huncerrorp: We think we have as fine an organization now and as 
good a system as can be produced. 

Mr: Poutror: I do not deny that, but I suggest something to improve it. 
There is another matter also which I cannot understand and it has regard to 
the Quebec division or region. The Quebec general superintendent is under 
Toronto and part of our division is in the Atlantic region and therefore we have 
to deal both ways; in fact, I prefer to be under Toronto and have nothing to do 
with Moncton. 

Mr. McCunnocu: I might say that our superintendent down in the 
Atlantic division is one of the busiest men in the maritime provinces; I refer 
to Mr. Appleton. 

Mr. Pountor: I agree with you, but he is the only one. 

Mr. McCuttocu: He is a man who is working 15 to 18 hours a day. 


Mr. Povuior: You may say the best for Mr. Appleton that you can 
think of and I will agree with you, but unfortunately he is the only one. 

Mr. Huncerrorp: I disagree with you, and I know something of this 
matter. 

Mr. Hazen: Mr. Pouliot asked a question as to what were the salaries 
of these gentlemen. 


Mr. Povuusor: I would like to know their salaries if possible. 

Mr. Armstrronc: We have not got them here; they are not available here. 
Mr. Pounior: Are they better paid than the superintendents? 

Mr. ARMSTRONG: Yes. 

Mr. Pountor: Just to recognize the importance of the position. 
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Mr. Armstrona: After all, a general superintendent has a territory which 


usually includes about three or four divisions. He centralizes the authority of 
the three or four divisions in a district, similarly to an army corps organization. 


Mr. Povuuior: Yes, I know. 


Mr. Emmerson: You say there are four general superintendents in the 
western division? 
_Mr. Armsrrone: Four in the western division and four in the central 
region. 
Mr. Emmerson: That is eight in all. 


Mr. Armsrrone: The Atlantic region has no general superintendent; there 
is a general manager, 


Mr. Pounior: And the division carries on just the same. 
Mr. ArmsTrone: Yes, very well. 
Mr. Pountor: Where are these men located? 


Mr. Armsrrona: General superintendents are at Vancouver, Edmonton, 
Saskatoon, Winnipeg; then coming down into Ontario and Quebec; North Bay, 
Toronto, Montreal and Quebec. There is one at each of those places. 


Mr. Povutor: Now, Mr. Armstrong, is there not a lot of duplication of © 


files on account of the fact that there is a general superintendent in each 
of these places? 

Mr. Huncrrrorp: No, there is not. 

Mr. Povttor: How can he look after the business of the division if there 
is no duplication of files? 

Mr. Armstrone: I do not quite get the question. 

Mr. Pounior: According to what was said, the general superintendent has 
jurisdiction over two or three divisions, and then in order to be useful he must 
know what is going on. 

Mr. Armstrone: That is true. 

Mr. Poutior: And if there is no duplication of files as Mr. President has 
stated how can he know what is going on? 

Mr. Armstrong: It depends what you mean by duplication of files. Tf 
the superintendent writes a letter to the general superintendent naturally 
each one will have a file on that subject. 

Mr. Pountor: He submits the whole file to the general superintendent? 

Mr. Armstrone: He may send his whole file, yes. If the general super- 
intendent rules upon that particular subject, naturally there is a letter sent 
back to the superintendent. On the other hand it may go further up and 
it may be a subject which necessarily must be taken up with the general 
manager. ‘There is, in that sense, a duplication of files, 

Mr. Poutior: And is it not to your knowledge that most of the time 


people pass over the general superintendent and get into touch direct with 
the management? 


Mr. Armstrong: I am not aware of i 
Mr. Povuuior: Therefore, the road must be followed and there should be 
a stop at the general superintendent before reaching the management? 
Mr. ARMSTRONG: Naturally, that is correct. 
Mr. Povuuior: It is a necessary stop, is it? 
Mr. ARMSTRONG: Yes. 


@ 


Civil Service Commission—when he says no it does not go any further? 
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private does not talk to the general, on official business anyway. 


Mr, ArmstrRone: No, it is similay again to the armv organization; the 
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Mr. Povunior: And the general superintendent jis like Mr. Foran’ of the 


RAILWAYS AND SHIPPING 101 


Mr. Povuuior: Well, yes, but have you got corporals and sergeants and 
lieutenants and captains? 


Mr. Armstrone: I would say we have parallels to those in the railway. 


Mr. Poutior: And have you got lieutenant colonels and colonels? What is 
the comparison between the army and railway anyway? 


Mr. Armstrone: There is a great similarity between the organization of the 
army and of the railroad. 


Mr. Povuuior: It is not exactly similar. 

Mr. Mayspanxk: Oh, no 

Mr. Armstrona: Naturally, no. 

Mr. Pouuiort: Now, how many erecting shops are there in the system? 


Mr. Armstrona: Are you speaking particularly of the locomotive erecting 
shop? 


Mr. Pouutot: Yes. 

Mr. Armstronc: Moncton-would be the one farthest east; Riviere du Loup 
has a small shop; there is Point St. Charles in Montreal; Stratford; London is 
a car shop; Winnipeg (Transcona) and Fort Rouge. 

Mr. Pountor: There is Edmonton, and Port Mann in British Columbia. 

Mr. ArMstrona: Port Mann is a small shop. 

Mr. Povutior: And there is one at Edmonton. 

Mr. Armstrone: It is a small shop also. 

Mr. Pouutior: Which is the oldest? 

Mr. Armstrona: The oldest shop? 

Minar Ouinor ian: Y ex, 

Mr. Huncrrrorp: I suppose Point St. Charles would be the oldest. 


Mr. Pouuior: And then Riviere du Loup would be next because it was 
the terminal of the Grand Trunk Railway. 


Mr. ArmstronG: Stratford would be fairly old. I am not certain whether 
it would be older than Riviere du Loup or not. 

Mr. Povuuiot: But they are the three oldest? 

Mr. Armstrrona: Yes, they are the three oldest. 


Mr. Pouuior: And Riviere du Loup does more business than Edmonton 
or Port Mann, does it not? 


Mr. Huncerrorp: No, I-would not say that. 

Mr. Armstronc: Do you mean more business in a traffic sense or in the 
handling of locomotives? 

Mr. Poutior: I have a letter here to that effect; I can give you figures. 

Mr. Armstronc: Would you like the number of locomotives handled or 
the traffic from the points you are speaking of? 

Mr. Pouttot: I am speaking of the business handled by the shops. 

Mr. Armstronc: By the shops? In other words, the number of locomotives 
which actually go through the shops? 

-.Mr Povuxior: Yes. 

Mr. Armstronc: We can supply those figures. 

Mr. Pounior: Now, there is another point which I would like to have 
answered. Does the element of distance enter into the calculation of repair 
costs? 

Mr. Armstrone: I am sorry, I do not quite get your question—the element 
of distance? 
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Mr. Pouuior: Yes, suppose it is found in one case that a locomotive needs 
some repairs, would it be repaired at the nearest shop or would it be sent some- 
where else for repairs? 

Mr, Armstrona: It will depend entirely upon the type of repair required. 
It might be a repair which could be made in the engine house or it might be 
a repair which would have to go to a main shop. 

Mr. Pouuior: And who decides upon that? 

Mr. Armstrone: The motive power department. 

Mr. Pouuior: Is it not true, Mr. Armstrong, to your knowledge, that when 
some one makes a complaint against an employee or an official of the railway 
the complaint is always found unfounded? 

Mr. Armstrona: Not always but generally so. 

Mr. Maypanx: As indeed the truth is. 

Mr. Armstrrona: Depending on what the truth is. 

Mr. Povutor: That is a correction which comes quite late, Mr. Armstrong. 

The CuairMan: Are you through with Maintenance of Way and Structures 


ev 


Expenses? If so, we will proceed to Maintenance of Equipment Expenses. 

Mr, Maypanx: There is just this general question relative to equipment 
which I should like to ask. ‘Is it a fact that you have your equipment now 
pretty well in operation all the time; that you have not a great deal of spare 
equipment any more? 

Mr. Huncrrrorp: That is quite true, Mr. Maybank. 

Mr. Mayank: You are using 100 per cent, of nearly so? 

Mr. Huncerrorp: It is fairly difficult to put it on a percentage basis, but 
we could handle a little more business with the equipment we now have. 

Mr. Jackman: Do capital improvements come under “Maintenance of Way 
and Structures Expenses” or is that item all maintenance? 


Mr. Cooper: All maintenance with the exception of betterments which 
are less than $500. 


Mr. Maypank: If it is so that you could handle, as you say, just a little 
more business, Mr. Hungerford, would it not appear that the railroad is due to 
get a great deal more business in the coming year? Would not that be your 
forecast of the coming year? 

Mr. Hunecerrorp: I am sorry I did not follow you, Mr. Maybank? ; 

Mr. Maypanx: Would you not suppose, endeavouring to forecast the 
business of the railway for the coming year, that you will receive not merely 
a little more business but that there will probably be a great increase? 

Mr. Huncerrorp: I am speaking of the capacity of the present equipment 


and the present spread of traffic. That has a great deal to do with the ultimate a 


result. We anticipate more business this year. 
Mr. Maypanx: You do anticipate more? 


Mr. Hunaerrorp: Yes, and we have more equipment on order at the 
present time. 


Mr. Maysanxk: That is what I was getting at. You were indicating that 
with the present equipment you could handle a little more business but that you 
have most of it in use? 


Mr. Hunemrrorp: We have additional equipment on order now. 
Mr. Maypanx: You are taking steps to increase your equipment? 


Mr. Huncerrorp: With our increased capacity at the present time and 
the new equipment that will be delivered we expect to be able to handle the — 


business available. 
Mr. McCuttocu: What new equipment will you acquire this year? 
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Mr. HuNGERFORD: Cars and locomotives. 
Mr. ArMstronG: I will read them off to you: 


125 ore cars, 

100 refrigerator cars, 

250 hopper cars, 

200 flat cars, 

150 hart cars, 

25 coaches, 

7 steel mail and baggage cars, 
28 second-hand coaches. 


Those are for Canada. 


Mr. Cuairman: The minister says we will get this with the budget. 

Mr. Huncerrorp: It will all appear in the budget. 

Mr. Ross: Under “Depreciation—US. Lines only” I see, Mr. Chairman, 
there is an item of one million and a half. It is not shown in the 1940 report. 
The one million and a half is shown under “Depreciation—United States Lines 
only” in the 1939 report. There is an item here of over eleven million dollars. 
Would that cover the whole? 

Mr. Cooper: Yes. In 1939 there was only accrued depreciation on the 
equipment owned by the United States Lines, but in 1940 we adopted deprecia- 
tion accounting for the entire system. 

Mr. Ross: And you have that spread across? 

Mr. Cooprr: Yes. 

Mr. Ross: It was shown in 1939. 

Mr. Coorrr: Yes, because in 1939 depreciation applied only to the United 
States; therefore we specified it so that it would not be mistaken. 

Mr. Nicuouson: What information can we get regarding the difference in 
the operating expenses that result from the small amount of grain likely to be 
moved from the three prairie provinces this fall? 

Mr. Armstrong: We have the budget which is to come up, on what the 
results of operations will be for the next year. The revenues and expenses are 
stated in that budget for 1941. 

Mr. JackMAN: What would be an estimate of the amount of rolling stock 
retirements that would have taken place had the trafic demand not necessitated 
keeping them in operation during 1940? 

Mr. Armsrronc: That would depend entirely on whether the cars should 
or should not be retired. 

Mr. Jackman: But we have so many passing out of useful service each 
year. What I am getting at +s whether or not the eleven million odd which 
you set up for depreciation of rolling stock would more than offset the capital 
retirement on rolling stock had the traffic demand not necessitated keeping 
them in operation. , 

Mr. Cooper: Yes. In 1941 it would exceed the physical retirement by 
something like six million dollars. 

Mr. Jackman: Almost double the reserve? 

Mr. Coopmr:. Yes. 

Mr. Pouuor: Mr. Chairman, is it permissible for a railway employee, 
either under his name or under the name of his wife, to carry on some business 
as manager of an oil company and keep his position just the same in the 
railway? 

Mr. Armstronc: Could you give a specific case of what you mean? 

Mr. Pouuior: There is a man who is working as a crane man. 
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Mr. Armstrone: Train man? 


Mr. Pouuiot: Crane man, and he is carrying on business as manager for — 


one of the big oil companies under the name of his wife. It is known that he 
is doing it himself and he is making lots of money. On the other hand, another 
man could not be employed on the railway because he was working part time 
in a little barber shop which he had. The one who had the little barber shop 
and who was working part time had his name cancelled, while the other one who 
carries on a big, profitable business is at the same time working as a crane man. 

Mr. Huncrrrorp: We will be glad to look into the situation if you will 
give us the particulars, Mr. Pouliot. 

Mr. Poutior: Thank you. There is another case also which I should like 
to bring to your attention. This is the case of a man who suffers from neuras- 
thenia after having received a piece of steel in his head. The men are afraid to 
work with him and while there have been representations made by the union 
he has not been awarded his pension. On the other hand, there is a man who 
is well. His doctor certifies that he is well, but he cannot be employed because 
the railway doctors say that he is sick. It is just the reverse of the former case. 
I should like to bring these two cases to the attention of the management in 
due course. One is sick but is recelving no pension. The other is well but he 
cannot be employed. 

Mr. Huncerrorp: Again, I say, Mr. Pouliot, that if you will be good enough 
to give us the particulars we will look into those cases. 

Mr. Emmerson: The item of “Protective Services” under Maintenance of 
Way and Structures Expenses represents expenditures incurred for guarding 
railway property? 

Mr. Coopzr: Yes, sir. 

Mr. Emmerson: There has: been quite an increase over 1939. Does that 
mean that the railway has had to take over the protection of bridges or certain 
properties formerly protected by national defence? 

Mr. Cooper: The main reason for the increase would be that in 1940 we 
had a full year of war, while in 1939 we were only in the war from September. . 


The CuHatrMan: We are supposed to be on page 17—General Expenses. Ig. 


there any discussion? 

Mr. Poutior: Who are the general officers mentioned there? Are they the 
Montreal officers? 

The Cuatrman: This includes general office supplies. 

Mr. Povnior: That is all right, thank you. 

The CuarrmMan: Page 18? 


Mr. JAcKMAN: The amount you had to put into pensions was $4 468,736.66 
in one year. That is a lot of money. 


_. Mr. Maypanx: Just before leaving that part, what is the general position 
with reference to the request for wage improvements that are going on? What 
1s the general position at the moment with regard to that? 


Mr. Armstronc: It is now before boards of conciliation. You refer to 
the cost of living bonus? 


Mr. Maypank: Yes. 
Mr. Armsrronc: Boards of conciliation are now sitting on that matter. 
Mr. Maypanx: How much of a personnel does that involve? I do not mean 


in numbers, but does it involve all of the trade unions of the railway, or are” 


some of them not represented? 


Mr. Huncerrorp: I think it includes all of them, Mr. Maybank. Of course, 


they are in two groups. There is the so-called AF. of L. group, which is much 
the larger of the two.- 
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Mr. Maysank: But they are all in there together? 

Mr. Armstronca: They are not together, sir. 

Mr. Hunerrrorp: The running trades, shop men, and all of those groups 
come under a conciliation board that also applies to the Canadian Pacific and, 
I think, some other Canadian railways as well. The C.B. of R.E. group is limited 
to the Canadian National and there is another board for that. 


Mr. Maypanxk: That would leave out, then, most of what are called the 
white-collar office men. They are not in that. 


Mr. Huncerrorp: All of the organized employees are, yes. 

Mr. Maysank: But a comparative number of them; in fact, most of them 
are not organized, are they? 

Mr. Huncerrorp: I would say a large portion of them are organized? 
Mr. NicHotson: Including station agents? 

Mr. Armstronc: Yes; station agents. 

The Cuamrman: Is there any discussion on Property Investment account? 
Mr. Emmerson: Where was that double-tracking done? 

Mr. Armstrone: That was a section of track out of Truro and another 


section of track west of Moncton. The double track was extended west of 
Moncton a few miles and east of Truro. 


Mr. Emmerson: It is all on the Atlantic region? 

Mr. Armstronea: It is all on the Atlantic region, yes. 

Mr. Povuntor: What is the average cost per mile of double-tracking approxi- 
mately? 

Mr. ArmMstrone: It would depend a great deal upon the physical char- 
acteristics of the line. We can give you the mileage here that was double-tracked 
and perhaps that would give you the average cost, if that would be satisfactory? 

Mr. Povuutiot: What was the distance of the double track? 

Mr. Armstrone: It was a short distance, Mr. Pouliot. I think it was 
two miles west of Moncton and about another two miles east of Truro. 

Mr. Huncrerrorp: It was more than that, I imagine. It was about three 
or four miles. 

Mr. NicHotson: How much more is going to be required in this Montreal 
Terminal Development Project? 

Mr. Armstrone: We will come to that in the budget for 1941. 

Mr. Nicuotson: I was wondering whether this work might be discontinued 
or whether it is necessary. 

The CuHairMAN: We ought to take it up in its proper place. 

Mr. Pouuiot: There is an item for that in the budget. 

Mr. JACKMAN: Yes. But the budget has to do with the future. Some 
members might be interested in what has gone on in the past and just where 
this money has been used and just what the usefulness of the particular item 
is. The first question I should like to ask is with regard to the amount spent. 
Last year you spent $3,599,076 on the Montreal Terminal. Was the proposal 
or the authorization of that by the Board of Directors unanimous? 

Mr. HuncrErRForp: Yes. 

Mr. JAckMAN: I take it the answer is “yes’’? 

Mr. Huncerrorp: Yes. 

Mr. JAcKMAN: How much has been spent to date including the $3,599,076 
during 1940? 


Mr. Armstrone: I will give you 1939, 1940 and 1941 if you would like 
those figures. 
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Mr. Jackman: That starts at the beginning? 

Mr. Armstrone: Beginning with the reopening on the basis of the modi- 
fied plan. In the first year, 1939, the figure was $2,950,130; in 1940 it was 
$4,321,863. 

Mr. JAckMan: That differs from the report. 

Mr. Armstrone: In the report I think you will find it is a lesser amount, 
the capital sum only, the amount chargeable to capital. The figures I am 
giving you represent the total expenses in connection with the work. 

Mr. JAcKMAN: Will you give me that again, please? 


Mr. ARMSTRONG: $4,321,863. The other figure you have is $3,599,076. 
Is that correct? 


Mr. JACKMAN: Yes. 

Mr. Armsrrone: In 1941, to the end of April, $911,411. 
Mr. Ross: To the end of April? 

Mr. Armstrone: The end of April, 1941. 


Mr. NicHotson: In connection with the 1939 figure, you mentioned it was 
from the commencement of the modified plan? 


Mr. Armstronc: Yes. 
Mr. NicHotson: What was the expenditure before that date? 
Mr. Armstrone: The expenditure before that date was $16,651,346. 


Mr. Nicuotson: That brings the total to the end of April of this year 
at what? Have you the total there? 


Mr. Armstrone: We have a total there of $24,834,750. 
Mr. NicHotson: And it is estimated it will require how much to complete 
the project? 
Mr. Armsrrona: At the present time we have commitments, that is con- 
tracts, ete., which are to be completed, which total $2,461,500. 

Mr. NicHoitson: Will that complete it? 


Mr. Armsrrona: No. Completion of the plan will cost $2,005,096; that 
is, the estimated cost of completion of the plan. 


Mr. Hazen: That is in addition to the $2,461,000? 

Mr. ARMSTRONG: Correct. 

Mr. Sanperson: You estimated the total cost. What is the total cost? 

Mr. ArMstronG: When the terminal is completed? 

Mr. SANDERSON: Yes. ; 

Mr. Armstrone: The total for all those figures together is $29,301,000, 
which includes all of the expenditures since 1929 

Mr. MayBanx: That is being pressed forward, is it? There is no slackening? 

Mr. Armstrong: There has been none. 

Mr. Maypanx: I beg your pardon? 3 

Mr. Armstrone: There has been none. The work js proceeding. 

Mr. Maysanx: Is any slackening contemplated? 

Mr. Armstrone: Not that I am aware of. 


Mr. NicHotson: How many men would be engaged on the construction at 
the present time? 


Mr. Huncerrorp: It is impossible to state that. 
Mr. Nicuotson: Roughly? 


Mr. Huncerrorp: Because nearly all of the work is being done by contract 
and there is a ‘fluctuating number of employees. 


Mr. NicHotson: I mean just roughly. Give some rough estimate? 


| 
; 
; 


RAILWAYS AND SHIPPING 107 


Mr. Huncerrorp: I could not even give that, because practically all the 
work is under contract. 

Mr. Nicuotson: What amount of steel will be used in connection with the 
present work that is going on? Will there be much steel? 

Mr. Huncerrorp: Practically all the steel has been. supplied. In order 
to give you that figure, it would require considerable calculation. 

Mr. Nicuotson: Could we have that information, I wonder? Could we 
have it placed on the record? 

Mr. Armstrona: The amount of steel that has been used? 

Mr. NicHotson: That is being used in the present year, for example? 

Mr. Armstrone: Yes. The amount of steel to be erected this year? 

Mr. NicHouson: Yes. 

Mr. ArMstronG: It is practically all purchased, and nearly all erected. 

Mr. Jackman: Is that contract for the bulding let to a general contractor 
or are you building it yourselves? 

Mr. Armsrronc: The contract for the building—that is, including the 
station building, so called—has been let to a contractor. 

Mr. Huncerrorp: Provision of the steel work and its erection was let to 
one contractor; the completion of the building has been let to another contractor. 
Mr. JackKMAN: You might not have the figures indicating the amount of 
United States exchange which was used to purchase the steel requirements in 
the United States. 

Mr. Huncerrorp: That is difficult to get, because the contractors were 
required to supply the steel and of course we have not very much information 
about that, though we could give you something. 

Mr. Armstronc: We made a rough shot at this. As Mr. Hungerford 
says, most of the steel was supplied by the contractors. About 25 per cent 
was American and about 75 per cent Canadian steel. The total expenditures 
were about $1,200,000; and about $250,000 of that was for American steel. 
Those are very rough figures because the work was under contract. 

Mr. Jackman: You mean all the big I-beams and things you had to get 
from the United States only cost about $250,000 for the whole project or is 
that during some particular year? 

Mr. Armstronc: No. That is since the reopening of the work. 

The CHamMan: When you are talking about Canadian steel, Mr. 
Armstrong, is that from Canadian ore or is it American ore that has been 
processed in Canada largely? 

Mr. Huncerrorp: It is largely American ore. 

Mr. Nicuotson: Suppose the work was stopped for the duration of the 
war. Would there be any serious difficulty in handling traffic in and out. of 
Montreal during the war period and how much of this four and a half millions 
might be saved for the duration of the war? 

Mr. Huncerrorp: The completion of the terminal would assist materially 
in handing freight traffic—war freight traffic—through Montreal. 

Mr. Nicuoutson: I did not hear that. 

Mr. Hunaurrorp: I say the completion of the terminal will help materially 
in handling freight traffic through the city of Montreal. 

Mr. Nicuotson: My question was how serious a problem will there be 
if the terminal is not completed? 

Mr. Huncerrorp: Very serious, I would say. 

Mr. MayBank: What is your estimate now as to the completion date? 

Mr. Huncerrorp: The completion date, did you say? 
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Mr. Maypanx: Yes. 

Mr. HuncErrorp: One year from now. 

Mr. MayBank: One year from now. You will be using the new set-up: 
in a little more than a year from now? 

Mr. Hunc&rrorp: It will be completed entirely in just about one year from. 
the present time. Some of the facilities will be available for use before that. 

Mr. NicHotson: You estimate it will take nearly four and a half millions 
to complete that work. I asked what saving would there be if this work was not 
to proceed, or would there be any saving? Because of those commitments which 
have been undertaken would this four and a half millions have to be spent even 
though work were to stop at present? 

Mr. Armstrone: It is difficult. to say what we would have to pay on those 
commitments. The $2,000,000 to complete has not been contracted for; but 
with regard to the $2,461,000, there are contracts outstanding and materials 
purchased and on the ground which have not been erected. Those materials are 
included in the commitments. 

Mr. NicHoLtson: When were those commitments undertaken with regard 
to this $2,400,000? 

Mr, ArMstTRonG: Most of them in 1940; some of them in 1941. 

The Cuarrman: You would have $26,000,000 tied up in a useless enter- 
prise if it were not completed now? 

Mr. Armstrone: That is right. 

Mr. Hanson: All the contracts are let with the exception of approximately 
$2,000,000? 

Mr. Armstrone: That is correct, 

Mr. JAcKMAN: If the capital expenditure account for 1940 shows $3,599,000 
and you have actually spent $4,321,863, did you charge $721,000 off to current 
operations? 

Mr. ARMSTRONG: No, sir. The difference between those two figures is 
made up of these amounts: there is a contribution under unemployment relief of 
$711,092. 

Mr. Hazen: A contribution under unemployment relief, did you say? 

Mr. Armsrrona: Yes. 

Mr. JAcKMAN: That is during 1940? 

Mr. Armstrong: 1940. There’ was a grant of approximately one and a 
half million in 1939 and 1940, and that was the portion which applied to 1940. 
There was also an amount chargeable to operating expenses. 

Mr, JACKMAN: What justification was there for that? 

Mr. ArMstrone: That is replacement of trackage, which by correct book- 
keeping should not be capitalized. It is replacement of a track in kind— 

Mr. JACKMAN: All right. 

Mr. ARMSTRONG: —and in the opinion of the accounting department it 
should be charged to maintenance. 

Mr. Huncerrorp: That was a shifting or replacement of facilities that 
already existed before ; and in doing that it would be properly chargeable to 
maintenance because you are not creating something new. 

Mr. Armstrone: You are merely moving something which already exists. 


Mr. Jackman: . But the change is necessitated by the new terminal. It is — 


perhaps debatable. However, it is not very much. Did this unemployment 
relief contribution continue after the dominion had cut off unemployment relief 
contribution to the municipalities throughout. Canada? 


ay 
“g 


RAILWAYS AND SHIPPING 109 


Mr. Huncerrorp: No. 

The CuatrMAN: Is there anything further? 

Mr. Nicuotson: Mr. Chairman, in connection with this Montreal terminal 
again, may I ask if this terminal will be used by the Canadian Pacific? 

Hon. Mr. Carvin: No. 

Mr. NicHotson: Not at all? 

Hon. Mr.*Carpin: No. 

Mr. Huncerrorp: No. 

Mr. NicHotson: Were any negotiations carried on with the C.P.R. about it? 

The CHAIRMAN: Yes, there were. 

Mr. Nicuoison: With respect to using this? It seems to me a very large 
financial undertaking for our own railway. 

Mr. Huncerrorp: That subject was discussed off and on for a number of 
years. 

Mr. Hanson: And discussed in this committee for a number of years too. 

The CHAIRMAN: Every year. 

Mr. Huncerrorp: Every year. 

Mr. JaAckmAN: I guess the war, however, has become more serious since 
the last meeting of the committee. Is there a general plan of this terminal 
available showing exactly what facilities it will provide? 

Mr. Huncerrorp: Yes. 

The Cuamrman: We had a plan here before us before it was decided on a 
few years ago. 

Mr. NicHouson: This is a new committee. 

Mr. Jackman: Is that the same as the modified plan? 

Mr. Huncrrrorp: This is the modified plan. 

Mr. Armstrone: It was modified and work commenced early in 1939. 

Mr. Hunczrrorp: May I say this for the information of the committee: 
this whole question was gone into in great detail by the committee two years 
ago and the proceedings will show all the statements that were made at the time. 
I am just throwing that out by way of information for those of you who may 
not have been on the committee that year. You would get a great deal of 
information from that source. 

Mr. Ross: As I recall it, most of the statements were favourable as. far 
as the committee were concerned. 

Mr. Huncrrrorp: The general use of that station in Montreal is a very 
conflicting question. It cannot be answered in a few words. 

Mr. Ross: No. 

Mr. Huncerrorp: It is an impractical thing from my point of view; that 
is, there was a proposal to go in to Windsor street. That from our point of 
view is impracticable for physical reasons. And the Canadian Pacific has 
not shown any disposition to join with us. I do not criticize them for that. 

Mr. Jackman: How much of the station facilities are intended to be 
electrified? 

Mr. Huncerrorp: As to electrification, the line is already electrified from 
a point north of the mountain through the tunnel to the site of the station. 
That was done by Mackenzie and Mann years ago when they constructed the 
tunnel. We propose to electrify from there to the east end of Victoria Bridge, 
and also on the other line to Turcot; new electrification would amount possibly 
to four or four and one-half miles. 


| Mr. JAckMAN: Then I understand that this plan of the multiplied Montreal 
_ terminal was presented and is available? 
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Mr. Armsrrone: There are many plans. There was at the committee 
meeting a few years ago a very large plan—it was probably 20 feet by 10 feet— 
exhibited in the committee room, and that is available in Montreal to be seen 
by anybody who cares to look at it, as well as other detailed plans of various 
parts of the terminal. 

Mr. JAckMAN: And that plan Pi dicates all the trackage both into. the station 
and out, and all the details of that description, showing how traffic is going to 
be handled? 

Mr. Armstrrone: This large plan shows the various routes into the terminal, 
where the various lines now come in and where they would come in when the 
terminal is opened. There are other details of the lay-out of the station and 
other minties We could furnish you with a small scale map. 

Mr. Jackman: It is in the head office at Montreal? 


Mr. Armstronc: The large one is, yes. 

Mr. JacKMAN: There must be a small one. 

Mr. Huneerrorp: I think we can get you something on that. 
Mr. JAcKMAN: I can imagine that some smaller maps could be made up — 
from it. You would be able to get me a small picture of that map, if you will? 
Mr. Armstronc: We could give you one—I do not know whether we have 
it here, but we could get you a copy which will show the various lines coming 
into the new terminal, if that is what you desire. 

Mr. JacKMAN: Yes. I understand the terminal is not going to be as 
high a building as was originally contemplated. 

Mr. Armstronc: That is correct. 

Mr. JAcKMAN: I suppose the sub-structures, however, are sufficient to 
erect more super-structures if the need eventuates? 

Mr. ArmstronG: Reasonably so, yes. 

Mr. Nicuoutson: Mr. Chairman, $4,500,000 would seem to me to be a lot 
of money to represent labour and material which to my mind might be used 
to better purpose In our war effort. Mr. Hungerford has stated that they are 
having difficulty in Montreal in handling the traffic. I think that traffic has been 
handled there for quite a long period of years, and for the duration of the 
war it might not cripple the railway very seriously. 

Mr. Huncerrorp: Oh yes, the volume of traffic going through Montreal 
at, the present time—freight traffic—is very much greater than it has been 
for a long time. . 

Mr. Nicuotson: What would be the amount of the wastage through lack 
of track facilities there at the present time? 

Mr. Huncrerrorp: It can’t be expressed in terms of loss, it has to be con- 
sidered rather from the standpoint of the difficulty in handling traffic and in 
the facilities that are required for the additional traffic which is clearly — 
inevitable. 

Mr. Mayspank: It would cost you more money the way it is now than it 
would cost when you have these facilities established? 

Mr. Huneerrorp: That is correct. 

Mr. NicHotson: What I am trying to get at is this, have you any idea 
what the loss would be? 

Mr. Huncerrorp: It could not be put down in just that way. We have a 
memorandum here in regard to some of the advantages that will result from : 
the early completion of the terminal, and perhaps if Mr. Armstrong read it, — 
it would be helpful. 

Mr. Armstronc: It is relatively short. These are the reasons for the early 
completion of the terminal:— : 
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Reasons for Early Completion 

Necessity of removing passenger train service from Bonaventure Station 
to the new station at Dorchester Street, present facilities at Bonaventure being 
inadequate. The new terminal will give increased passenger station trackage 


and facilities; passenger traffic has been greatly increased by industrial and 


war activity. | 
Necessity of providing increased express and mail facilities to take care 

of traffic. ‘The present facilities at Bonaventure are not adequate for efficient 

handling of express and mail. The facilities provided at the new terminal are 

adequate. 

~ - Necessity of enlarging the freight handling facilities, urgent for war traffic 

and to take care of the normal growth of business. The re-arrangement of 


facilities resulting from the opening of the new terminal will provide much 


needed additional trackage and other facilities for freight in the Bonaventure- 
Turcot area. . . 

Necessity of placing in operation the new coach yard at Pointe St. Charles, 
(constructed as part of the terminal improvement). The present coach yard 
at St. Henry is too small to meet traffic requirements, necessitating the storage 
of a considerable number of.the coaches elsewhere. Important improvements in 


freight and passenger switching will also result. 


Necessity of further ameliorating the grade crossing situation between 
Bonaventure and Turcot, with respect to which there have been serious com- 
plaints for years. Eleven grade crossings have already been eliminated under 
the terminal plan and when passenger traffic is diverted to the new station nine 
other thoroughfares between Bonaventure and Turcot will cease to be affected 
by passenger train operation, thereby greatly relieving industrial and general 
street traffic. 

Mr. Nicuouson: I think those are reasons which are all perfectly valid 
in peace time, an expenditure of $25,000,000 would naturally have to have argu- 
ments of that kind to back it up; but I have been into Montreal quite a few times 
and while the station facilities are not very attractive I do not think there is 
any serious difficulty when the war situation is as critical as it is. 

Mr. Huncerrorp: Speaking as a railway man, I can assure you there 
are many advantages. ior 

Mr. Ross: The time saving factor alone is the great factor in our war effort, 
because rolling stock will be made available far more rapidly than under the 
old plan. 

Mr. Nicwotson: I asked for an estimate of wastage owing to lack of 
trackage facilities, if there is serious wastage on account of congested traflic. 

Mr. Armsrrona: These are very general reasons, it is quite true, but 
there are more specific ones; one, for instance, is regarding St. Henry, where at 
the present time all coaches using Bonaventure station must be turned, with 
the result that there is a great deal of congestion at that particular point. The 


new terminal would immediately remove that particular difficulty because the 
 eoaches will not need to be turned at that point. That is merely mentioned 


< ™~ a 


this Y? 


as one of the other reasons. They are covered generally in the memorandum. 
Now, I do not know how you would put an amount of money on that, it is 
rather a question of getting traffic to our ports—how much value is there in 
getting a carload of explosives to Halifax, or guns or something else of that 
kind. We do not know what the cost will be in relation to our war effort. 


Mr. Nicuotson: Have you any idea of the amount of time wasted at 


Mr. Ross: We are more interested in the amount of time saved than the 
amount of time wasted. 
27207—3 
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Mr. Armstronc: It costs the Canadian National a certain amount of © 


additional money, but that is not the principle reason for it;‘it is a question 
of the war effort and relieving that particular bottleneck, so to speak. 

Mr. Hanson: We have to spend $2,000,000 more to get the facilities they 
have been trying to get for the last four years. : 

Mr. Poutior: You understand it is a dead asset until you can use it, and 
the sooner it is completed the sooner it will be available for war purposes. 

The CHatRMAN: Hear, hear. | 

‘Mr. JAckMaAn: There seems to be great urgency about this thing. In 
answer to Mr. Maybank’s question that the station would lower expenses, that 
is quite so. In regard to operating expenses, obviously if you spent $29,000,000 


it should have some useful effect on lowering your costs. I merely wished to. 
point out that the saving which you mentioned, Mr. Armstrong, in your reply,’ 


refers to a saving from operations, and that does not necessarily bear any 
particular relationship to the capital cost of $29,301,000 odd. : 

Mr. Armstrone: I do not follow your argument there. 

Mr. Jackman: The question by Mr. Maybank was, does this expense 
result in any saving; and the answer is, yes. 

Mr. ArmMstTRonG: Yes. 

Mr. Jackman: My contention is that the result in saving in current operat- 
ing expenses, which is the only way you can estimate your savings; have we 
found out anything as to whether or not that saving justifies the expenditure 
of $29,301,000; particularly inasmuch as part of it is spent through a war 
policy. 

Mr. Maysanx: May I add to that that the problem of the moment 1s 
not whether you can make a saving bearing some relation to the $27,000,000, 
but rather a question of using that $27,000,000; that you should relate it to 
somewhere in the neighbourhood of $4,000,000. 

Mr. Armstrone: That is the point. 

Mr. Maypank: You are in the position of a man putting up an awful lot 
of money in a poker game and he needs only to put in another ten cents to 
get complete satisfaction. 

Mr. CuarrmMan: Any other questions? I think we have had about enough 
of this Montreal terminal, I have been hearing it for over ten or fifteen years 
now. 

Mr. JaAcKMAN: Unfortunately, Mr. Chairman, I have been hearing of it 
more often than you do. 


Mr. Pouutor: If we have heard enough why not pass the estimate right 


away? 

The Cuamman: I am very willing that we should pass that estimate 
right away. 

Mr. JAcKmMan: I think we should proceed in the usual manner, Mr. 
Chairman. 

The Cuatrman: Let us go on with some other matter now. 

Mr. Huncerrorp: It might be well if we could finish this report. 

‘The CuatrMan: Before we go any further I would like to bring to the 


attention of the committee the fact that we will have to sit this afternoon. Let — 


us decide on the hour. Someone tells me that to-morrow is caucus day and we 
will not have the use of this room, and that ought to have some bearing on 
when we will sit this afternoon. , 

Mr. Hanson: Why not sit at 3:30? 


i mt NicHouson: Oh, make it 4:00 o'clock; we have been sitting at 4:00 
o’clock. 


. 
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The CuHairmMan: We might as well get in the extra half hour if we can. 
Mr. JAcKMAN: We are not sitting this evening? 

The CHAIRMAN: No. 

Mr. JAcKMAN: That is unanimous, I hope. 

The CHAIRMAN: Let us get as much time in this afternoon as we can. 
Mr. JAcKMAN: Do you think we are going to get through to-day? 


| The CHairMAN: No, I am afraid not; but we should get through tomor- 
row if we get on well enough to-day. 


Hon. Mr. Carpin: We could sit in the afternoon to-morrow. 


Mr. Povtiot: I understand the minister is going to make a statement on 
amalgamation in the house this afternoon. 


Hon. Mr. Carpin: Oh, well, you will be able to get that in the press or 
‘In some other way. 


The CuHarRMAN: Is it agreed that we meet this afternoon at 3.30? 


Agreed. 


Then, we will decide about to-morrow this evening. 

Mr. JACKMAN: Just one small matter, what attitude does the railway take in 
regard to enlisted men from the service; do you pay them the difference between 
army pay and their ordinary railway pay? 

Mr. Huncerrorp: No. 

~ Mr. JAcKMAN: You just give them leave of absence? 
Mr. Huncerrorp: Yes. 
Mr. JAcKMAN: Do you do anything for them? 


Mr. Huncerrorp: We have a special pension provision for them which 
does not cost them anything. 


Mr. Ross: Is seniority taken into account too? 

Mr. HuNcerrorp: Yes. 

Mr. Maypank: Do they keep their places? 

Mr. Huncerrorp: Their seniority is maintained and in addition to that 


we undertake to pay a special war pension while.they are away, but we do 
not contribute the difference in pay. 


Mr. Potutor: Are they allowed to keep their passes when they enlist? 

Mr. Armstronc: They are. They keep their free transportation. 

Mr. JACKMAN: Hear, hear. 

Mr. Maypank: Any time the question comes up about free passes on the 
railroads for soldiers we know there are a certain number of men enlisted 
and they already have free passes. 

Mr. ArmstronG: That is correct. 

Mr. Mayspank: The fellow with the free pass carries it away with him. 
: Mr. Povutor: Is it the same as before, a pass for themselves and their 
families? 

} Mr. Armsrrone: I am speaking of examples in our particular depart- 
ment of men who have enlisted. 

| Mr. Ross: They cannot use them on military duty. 

Mr. Armstrone: No, sir. They have the same privilege as if they were 
working on the railroad. They are on leave of absence with full pass privileges, 
which means their dependants would qualify also. 

Mr. Emmerson: Would you enlarge a little more, Mr. Hungerford, on 
the special pension for men on the railways now in the service? 
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Mr. Armstronc: The idea is that the pension rights are maintained 
and they qualify for pension when they return. 
Mr. Emmerson: Their time counts? 4 
Mr. ARMSTRONG: Yes. ; 
Mr. Huncerrorp: Their time counts, and in addition to that we under-— 
take to pay a special pension for them covering the time they are on military ; 
service. It is not the regular pension at all, it is something quite separate from the - 
regular pension contribution. | 

Mr. Emmerson: If an employee comes back suffering a disability which 
prevents him from resuming his regular employment in the railway is there 
any special provision for him taking his regular railway pension whether he 
has completed his time or not? 

Mr. Huncerrorp: That would apply only if he was of the age to pee 
him for a pension. In most cases the men returning from the war would not 
be old enough to qualify for pension. 

Mr. Emmerson: But if he came back and suffered a disability due to | 
his war service and such disability would prevent him from resuming employment 
on the railway— 

Mr. Huncerrorp: He would not receive a pension. Then what we would 
do would be to try to find a job for him. . 

Mr. Mayspanx: I suppose the plan of the railway with reference to those 
pension privileges was all announced by way of bulletins or something like © 
that to the employees? 

Mr. Armstrone: Yes, Mr. Maybank. 

Mr. Maypanx: I wonder if it would not be useful if these bulletins were ~ 
filed here and made a part of the record. 

Mr. Armstrone: We can file the regulations. 

Mr. Maysanx: I do not want to ask any more questions at the moment, 
but I do think it would be useful to have these bulletins in the parliamentary 
record. 

Mr. Armstrone: We can put the information on the record. 

Mr. JAcKMAN: Is the pension plan of the railway a contributory one or 
is the railway bearing the whole burden? 

Mr. Huncerrorp: It is now on a contributory basis. 

Mr. JAcKMAN: How does the enlisted employee pay into the plan? Is 
he allowed to do that or is this special war plan you have making up for his 
contributions to the pension plan? y 

Mr. Coorer: It is in substitution of his right to contribute. It is an 
alternative. If he were working he would contribute to build his pension up 
that way. If he is in active service he gets a special allowance which. is an ~ 
alternative to the contribution to his pension. His pension is kept up in full | 
while he is away. 

Mr. Huncerrorp: We will file the bulletin and I am sure it will give 
you the information. ; | 

The CHairRMAN: On page 18 appears, “transfers during year 1940 affecting | 
proprietor’s equity.” . 

Mr. Maypank: I wonder if I could ask another question with relation to | 
the enlisted men arising out of the remarks that have been made. It was said, 
and I think everybody understood that seniority is retained. In sections where : 
the seniority principle does not obtain the job is held open for the man. 
Everybody will remember that after the last war there was a great deal of 
trouble about certain people having got in the service and taking jobs during 
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the war period and when the men came back they of course ranked as juniors. 
Seniority was maintained for any man who was already employed on the railroad 
and enlisted. But the trouble was that the returned men who came back were 
employed probably because a preference was given to them, but they found 
that whenever there was a lay-off they were the first fellows to go. You will 
‘remember that a great deal of trouble took place at times about that. Have 
‘you given any consideration to the working out of a scheme with the trade 
‘whereby the seniority of people being employed now would not interfere with 
‘seniority that may be obtained by men coming back from the war and being 
hired then. It would be a sort of two kinds of seniority in operation at the 
same time. I suggest you might bar a great deal of trouble later on if you 
could work out something like that. 

Mr. Huneerrorp: Well, I can say this, being familiar with some of the 
trouble that resulted from the former war. We have tried to plan very definitely 
to avoid those troubles in this instance. I am not able to give you all the 
details offhand at the moment, but I can give you assurance that so far as it is 
possible to do so we have endeavoured to protect against those very difficulties 
that you speak of. 

Mr. Maysank: Are the trade unions fitting into the planning idea? Are 
they working in with you and your planning in that respect? 

Mr. Huncerrorp: Yes, they have been consulted in regard to it. 

_ Mr. Maypank: Would it be going too far to say that the railroad or the 
railroads together with the unions are trying to take steps now to prevent 
similar dissatisfaction? | 

Mr. Huncerrorp: Yes, I think it is fair to say that. 

Mr. Maysank: It is a joint effort? 

Mr. Huncerrorp: Yes, it is a joint effort. You see, in order to preserve 
the seniority of these employees who are away on military duty beyond one 
year it was necessary to consult and arrange with the union in turn, and the 
whole thing has been given consideration jointly. 

Mr. Mayspank: Of course, the problem is not quite so acute now because 
you say the man will hold his seniority. In the last war if he had been away five 
years and came back and fitted into the same job he had before it was all right 
but where it was bad was a large number of people were employed during the 
war and then when the returned soldiers came back and were employed they 
fell under the other two seniority lists I have mentioned. 

Mr. Huncerrorp: I think we have reasonably protected against that 
contingency. 

Mr. Maypanx: It is not far enough advanced yet to indicate the way in 
which you are protecting against it? 

Mr. Huncurrorp: I think we can get you a statement on it. We had 
better do that and have it in a more accurate form. 

Mr. Maysanx: I do not want to press it at the moment. If you can give 
a statement that can be made part of the record by filing it or as an appendix 
or something like that it would be quite satisfactory. 

Mr. Huneerrorp: We will get you something. 
Mr. Mayzpanx: Something like that? 
5 Mr. HuncrrFrorp: Yes. 
_ The Cyarrman: Have you any questions to ask with regard to transfers 
during the year 1940 affecting proprietor’s equity? 

Mr. Hazen: How are these values arrived at? 

Mr. Cooper: In respect of the line abandonment? It represents the 
estimated original cost less the value of the salvage. 
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Mr. Hazen: Not the cost that the C.N.R. paid for those railways when | 
they took them over? ; ‘ 
Mr. Cooprmr: No, it is generally an estimate made by the engineer of what ‘ 
it would cost to build that railroad. 
Mr. Jackman: I should like to refer to the item “capital (exclusive of loss — 
applicable to expired service life) on sale of S.S. Prince David and S.S. Prince © 
Robert.” What happened to these boats, were they commandeered? 
Mr. Cooprr: Yes. ; 

Mr. Huneerrorp: Taken over by the navy. 

Mr. Jackman: They bought them from you? 

Mr. Cooprrer: Yes. 

Mr. JAckmMAN: And the price you received was such that after allowing © 
for the depreciation if any that had been set up you showed a loss of 
$1 ,474,971.24. 

Mr. Cooprer: That is correct. | 

Mr. Jackman: It seems rather extraordinary with the price of bottoms as 
high as it is that you should have such a whacking loss. 

Mr. Cooper: Then the government got the advantage. 

Mr. Jackman: There must be something rather odd about the bookkeeping | 
—not the accuracy of it; but the principle behind it when you have a couple 
of steamships that you presumably have been writing enough off for depre- 
ciation as you used them and then. when you sell them in®what is probably the 
most favourable steamship market in many many years you take a tremendous 
loss even after depreciation. 

Mr. VaucHan: These boats were fast high-class passenger boats. The — 
passenger accommodation was of little or no use to the navy and the vessels 
were taken in the early stages of the war before the price of bottoms advanced. 
It was considered at that time that that was perhaps a fair valuation for the 
boats, as much as probably could be got elsewhere for the boats. They had — 
to spend $700,000 or $800,000 on each of those boats to make them satisfactory 
for their service. : 

Mr. Jackman: They are in the ocean service some place? 

Mr. VaucHan: Yes, they are doing, I understand, good service for the 
navy. 

Mr. Jackman: You had no option about whether you would keep the © 
boats or not? | 

Mr. Vaucuan: No, they were requisitioned by the admiralty. @ 

Mr. JAcKMAN: By the British admiralty? 

Mr, VaucHan: No, by the Canadian admiralty. | 

The Cuarrman: Did you receive any payment for the boats? I think — 
there must be a little misunderstanding about that. 4 

Mr. Vauauan: Yes, we got paid for the boats. We did not perhaps nego- — 
tiate as hard a bargain with the navy as we might have done. We felt it was - 
just from one pocket to the other anyhow. It was not something that it was 
worth while arguing about very much. a 


Mr. Jackman: I think the officers of the navy are pretty jealous of their. 
company’s statement. If you received a fair price for these boats, even if you — 
did not get the war price for them, it must indicate, when you have a loss like — 
this, that you have not depreciated your boats nearly as quickly as you ought — 
to have done. a 

Mr. Cooprr: We have depreciated them at the rate of three per cent, Mr. — 
Jackman. They had only been in service nine vears. P a 
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Mr. Ross: What was the original cost of the boats? 

Mr. Coorser: The two boats together cost $4,329,000. 

Mr. Hanson: The David and the— 
~ Mr. Cooper: The David and the Robert. 
4 Mr. Jackman: You had one of two alternatives to take. The first one is 
you did not depreciate the boats enough; the other is the government stole the 
boats from you. 
Mr. Hanson: The Robert stole a German boat on its first trip out. 
Mr. Hazen: What did the government pay for them? 
Mr. Coorrer: The government paid $1,400,000 for the two. 
Mr. JackMAN: How did they arrive at that price? Did the government 
just tell you that they were going to pay that price? 

Mr. Vaucuan: We carried on lengthy negotiations and we got a higher 
price than the government felt they were worth to them. I think they offered 
$500,000 for them each and we got $700,000 or a little more. 

_ Mr. JAcKMAN: You should have told the government you wanted a better 
price. 

Be Vaucuan: In war times the government can do anything they want 
to do. 

Mr. Huncrrrorp: They required the ships and they were going to take 
them and talk about the price afterwards. _ 

The Cuarrman: Page 19, funded debt. 

Mr. JackmMAN: Have you got any funded debt problems in 1941? Do you 
want the money for redemption? 

Mr. Coorrr: Yes, there will be about the same amount in 1941 as there 
was in 1940. The figure in 1941 will be $9,378,000 for serial equipment issues. 

Mr. McCunnocu: Is there any way of paying off this 65 per cent due in 
1946—$23 897,000? 

Mr. Cooper: No, I do not think so. They are not callable; unless we 
repudiate them. 

Mr. McCuutocu: They will not be paid until 1946. 

Mr. JAcKMAN: Which rolling equipment certificates are you going to 
retire? Where are they set out on page 19? 

Mr. Coorger: You will get the details of that when we come to the budget. 

Mr. JacKMAN: Is that particular issue set out on page 19 in part? 

Mr. Cooper: Yes, it can be identified. There is quite a number of 
them—I should say there are twelve or fifteen items. 

Mr. JAcKMAN: On page 19? 

Mr. Cooper: In the budget for 1941 there are about 15 items of debt to 
be paid off, and they can be identified under the issues shown on pages 19 and 
20. I suggest we wait until we get to the budget. 

Mr. Jackman: The same applies to the $344,000 for acquisition of securities. 

The CHAIRMAN: We have finally found the means of getting around the 
perpetual debenture stock to some extent. 

Mr. Cooper: The British government stepped in there. 

The Cuarrman: Is there any further discussion. If not, we will adjourn. 
We will start from page 20 when we meet at 3.30. 


The committee adjourned to meet at 3.30 p.m. 
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AFTERNOON SESSION 


The committee resumed at 3.80 p.m. 


The CHatrMan: Order, gentlemen. Mr. Armstrong has an answer for you, 
Mr. Jackman. eh 

Mr. Armstrone: A question was asked on the hotel operating result and 
capital expended in the year 1940. I have here an answer giving the revenue, 
expenses, taxes, net hotel operating income, expenditure on capital account, 
and the net hotel operating income for all the hotels we operate, and I shall 
have this answer placed in the record. 


CANADIAN NATIONAL RAILWAYS 


HotTe, OPERATING RESULT AND CAPITAL EXPENDED—YEAR 1940 


Net Hotel Expenditure 
Operating on Capital 


Revenue Expenses Taxes Income Account 
Charlottetown wt. obser. oie oe $ 87,629 $ 88,627 $ 3,638 $ 4,636 $ 779 
Pact HOG CEL kh bees emia ea 17,538 23,827 219 6,508 LAT2 
INGV a, MOCO UIATE Leu ene tee eneiate ate 454,811 358,480 11,472 84,859 8,906 
Chateau ‘Waurierdyoc.: bveccen os a4 1,601,758 1,145,844 60,794 395,120 14,914 
PrimceGATERUD!. ces wok viet acces 169,672 161,347 5,882 2,443 804 
Minak? sOdgCs com uses eta 61,782 56195.) ieee ce bis's 5,584 3,467 
HOVE MALTY (sn oes teGae ose 370,478 OF DIOL 26,216 $1,105 15,024 
Prince Ha ward wis 26) seen eae 119,568 113,960 3,268 2,240 8,033 
NIACHONAIG ees cco ee eee Lee ee 389,119 SCONE 13,965 847 2,273 
Jasper Park Lodge..........% 380,465 336,282 3,060 41,123 56,706 
DBESSPOTOUSh Uo we ties exeeted whee 283,493 269,374 806 L3.31e 137 


$3,936,313 $3,304,807 $129,320 $502,186 $118,241 


NET HOTEL OPERATING INCOME 
1936-1939 Inclusive 


Po Ths OY 87 OR A ee ee Rs irl!) Said, SES PE gear Sty lea eed A $160,017 
Wear O37 v6 tons Suresh tees et een Wel eeaaeeenmint 9 a 200,087 
Vie Fe ie cis Malerba leiek ike Race vee, yl Cae Reine tt 226,014 
Year 1939 0 Pe Ca ree ee ee vee ea 302,364 


Mr. JAcKMAN: Thank you very much. I have another question along the 
same lines. I understand the Nova Scotian hotel in Halifax has had some 
redecorating done of a rather extensive nature. I wonder if we could have the 
cost of that. The decorating was done to the main dining room, the large 
entrance hall of the Nova Scotian hotel in Halifax, and an expensive carpet 
placed in the dining room, etc. 


Mr. Cooprr: I think that work is still in progress. I do not think it is 
finished. 


Mr. JAcKMAN: I hardly need to ask here if there is any necessity for it, — 


I am informed some people do not think there was any necessity for it and 
I should like to get the cost of it if we could have it. You say you have not 
got the final figure. | 

Mr. Cooprr: I happened to be in that hotel last week and I was talking 
to the manager. He said it was not decorated since it was built and he thought, 
it was high time it was decorated. 

Mr. JAcKMAN: Is that ten years ago or so? 

Mr. Coorrr: Around that. 


Mr. JACKMAN: It had not been redecorated at all? 


Mr. CoorEr: Not these particular rooms, that is the entrance to the main “ 


dining room and the public rooms. 
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Mr. JackMANn: Nor redecorated? 

Mr. Coorrr: It was opened in 1930. 

Mr. JAacKMAN: I am rather surprised you did not do that by tender. Were 
any tenders called in that connection? 

Mr. Coorrr: I really do not know. 

Mr. VAUGHAN: We have some maintenance men around the hotel and they 
are doing that work from day to day, almost constantly. I know so far as the 
hotel goes we have had a great many complaints about the dirty condition of 
it and I think it was as a result of these complaints that this touching up of the 
hotel piece by piece has been done by our own men. 

The CHatrMan: I might say to the committee that Mr. Fraser, the vice- 
president in charge of traffic is here. There were a number of questions asked 
yesterday in regard to scrap iron and division of business. I see the members 
who asked these questions are not here. These questions were asked by Mr. 
Nicholson and Mr. Pouliot and Mr. Maybank. Mr. Maybank is here. I think 
he has something to say about it. Were you not asking questions with regard 
to the division of business, Mr. Maybank? 

Mr. Mayzpanr: Yes, I brought that up you remember yesterday and we 
touched on the passenger situation. I think Mr. Hungerford said Mr. Fraser 
would be here to-day. He suggested to me this morning not to mention it 
then but to leave it until this afternon. What I wanted to do was to follow up 
with respect to freight and some other matters, the same sort of investigation 
that we had yesterday with relation to the movement of the armed forces. I am 
interested in knowing what the split is in government-controlled business related 
to the war, what division is made between the two railroads. 

Mr. Fraser: I could not give it to you in accurate figures, Mr. Maybank, 
for reasons which you will at once understand. It would be quite a job to go 
through the number of way bills, thousands of them, to get the figures, so that 
we are pretty much in the realm of judgment. In addition to that we have no 
knowledge of our own as to what is given to the Canadian Pacific Railway. I 
would think that probably it could only be ascertained in accurate form by 
a return similar to the one on passenger business. But our best judgment is 
that the government-controlled business is given in the ratio of 45 to 55. The 
Canadian National participates at a maximum of 55 per cent. 

Mr. Maypanxk: Who gets that 55 per cent? 

Mr. Fraser: The Canadian National. 

Mr. Maypanx: Well, — | 

Mr. Fraser: I would think myself that year in and year out probably 
50 per cent would be a very good estimate. 

Mr, Maypanx: Mr. Fraser, just as a matter of record, what is the dif- 
ference in the capitalization of the two? We have to earn on what— 
Mr. Fraser: Perhaps Mr. Cooper has it there under his hand. 

Mr. Mayzpank: Two billion? 

Mr. Coorer: The fixed charges of the Canadian National in 1940 were 
$53,305,000. 
Mr. Maypank: And the C.P.R.? 

Mr. Cooper: The fixed charges of the Canadian Pacific, including some 
provision for interest on Sault line bonds is given in their annual report for 
the year 1940 as $26,186,000. 

Mr. Maysank: What is the ratio there? 

Mr. Coorrr: Just about one-half. 

Mr. Maypank: The ratio of 53 to 26? 
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Mr. Cooper: Twenty-six to fifty-three, yes. 

Mr. Maysanx: What is the ratio of employees? 

Mr. Fraser: Again I think you will get information from Mr. Cooper. 

Mr, Maysanx: I should put two words in there, Mr. Cooper. I am, of 
course, referring to Canada since all of these questions connote Canadian 
government controlled business. In the second place I am referring only to 
railways proper, not steamship services. All that sort of thing is ruled out. Can 
you give the ratio there? 

Mr. Cooper: I would say the fixed charges of the Canadian Pacific 
included their steamships and ours would include the fixed charges on our 
properties in the United States. I think you will have to take these. two 
figures in a sort of broad way but when you come to the number of employees, 
the employees in Canada of the Canadian National Railways in 1940 were 
79,000, and of the Canadian Pacific 53,000. 

Mr. Maypanx: Seventy-five and? 

Mr. Cooper: Seventy-five and fifty-three. 

Mr. Mayspanx: About two to three. Then, in order to get the figures com- 
plete what is the mileage ratio in Canada. | 

Mr. Cooper: The Canadian National mileage in Canada, that is the 
first named track, 21,798, and the Canadian Pacific 16,829. 

Mr. Maypanx: I know we had this before, but I want to get it in its 
place at this time. 

Mr. JAcKMmaN: Are all collateral services fairly comparable such as hotels? 
Does the C.P.R. operate a larger system of hotels than the Canadian National 
in Canada? 


Mr. Cooper: Their investment is very much higher than the Canadian 


é 


National. 

Mr. Jackman: The Canadian Pacific is higher? 

Mr, Cooper: Yes, much higher, 

Mr. Maypank: The C.P.R. gets its business then on a basis 50-50. So — 
far as any of that east of Quebec is concerned we do not get it by direction of — 
either the shipper or the consignee, because we would be bound to get that for | 
the Canadian National anyway. If you were to deal only with the traffic west 
of Quebec it would appear that the C.N R. is even less well off than the figures 
50-50 suggest. Is not that true? v4 

Mr. Fraser: No, I think the figure I gave you, Mr. Maybank, is the 
best judgment of the whole. The way you put it you are including there non- 
competitive business. When I mention 50-50 I am speaking about competitive 
business, open to competition by both railways. But speaking of the mileage, 
if you will permit me before you leave that, I should like to call attention to { 
one interesting breakdown in the mileages of the two. In the prairie provinces, 
Manitoba, Saskatchewan and Alberta, each of the railways have about 50 
per cent of the railways. In the province of British Columbia the Canadian) — 
National have 41 per cent of the mileage. But when you come to the maritime — 
provinces the Canadian National have 74 per cent of the mileage. In Quebec 
and Ontario we have 64 per cent of the mileage and the total for eastern a 
Canada is 66 per cent of the mileage. ; “a 

Now, in the nature of the case that 66 per cent is in territory that is very, — 
highly competitive and very diverse and there is a much larger proportion _ 
of the government traffic purchased in that territory than there is in the west; 
so that’ if you are comparing on the basis of mileage, really when you think, — 
of where that traffic originates, or the big bulk of it, the position of the 


Canadian National becomes, from my point of view, rather more unfavourable. — 


. 


& 
_ 


3 


~ Mr. Maypanx: You are in this central area where you have 64 per cent 
of the mileage and the best you can do over all Canada 1s 50-90. Part of that 
is in a non-competitive territory almost, therefore obviously you are evidently 
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not getting your share in central Canada. That is my statement. 


Mr. Fraser: I do not care to disagree with it. 

Mr. MaypanK: You are not disagreeing? 

Mr. Frasrr: No, I am not, from my point of view, Mr. Maybank, 
leaving the government out altogether; leaving public business out in the 
provinces, in the eastern part of Canada, it seems to me that we must get 66 
per cent of the general commercial business which is done by Mr. Jones, Mr. 
Brown, Mr. Smith and so on. 

Mr. Maypank: Do you? 

Mr. Fraser: Oh, yes we do. I say 66 per cent. We get a very large pro- 
portion. 

Mr. MaypanxK: You mean about that? 

Mr. Fraser: Yes. Now, in order to maintain our services we cannot live, 
and maintain services comparable with the Canadian Pacific on half of the 
business of the country, because we have to maintain a considerably larger 
proportion of service, so that I would expect to get from the commercial con- 
cerns and I will argue with them that I was entitled to 66 per cent of their 
business. If that be true of a commercial concern, and I am only giving you 
my own opinion, it seems to me that should be the minimum which the govern- 
ment, the owner of the property, should give to us. I hold very strong view on 
that. : 

Mr. Maypanx: I gathered that. 

Mr. Hanson: In this connection could the witness tell us how much of the 


Canadian Pacific stock is held in Canada or in other countries? 


Mr. Cooper: That is shown on page 18 of the annual report of the Cana- 


dian Pacific Railway for the year 1940. This report shows that 18.04 per 


cent of their ordinary stock is held in Canada, and .94 per cent—less than 1 
per cent—of the preference stock is held in Canada. 

Mr. Hanson: Do they give the countries where the other shares are held? 

Mr. Cooper: Yes. Canada 18-04 per cent, United Kingdom and other 
British countries 53-03 per cent, United States 22-63 per cent, other countries 
6-3 per cent. 

Mr. Maysanx: That is only the ordinary shares of course. 

Mr. Cooper: Then there are the preference shares shown here as well. In 
Canada -94 per cent; in the United Kingdom and other British countries 95-96 


per cent; in the United States -26 per cent, other countries 2°84 per cent. 


Combining the two stocks the percentage held in Canada is 12:98 per cent, 
United Kingdom and other British countries 65-75 per cent, United States 16 
per cent, other countries 5-27 per cent. 

Mr. Hanson: Is it the same for the C.N.R.? 

Mr. Coovrer: All the stock of the C.N.R. is held by the Canadian govern- 
ment, 

Mr. Hanson: In other words by the Canadian people. 

Mr. Maypank: I would like to ask Mr. Fraser a question. Mr. Fraser, do 
you know of any steps that the Canadian Pacific Railway takes to obtain 
business that you do not take? 

Mr. Fraser: Have you something in mind? _ | 

- Mr. Maypanx: No, I have not. I just wondered whether the one company 
was more aggressive than the other in trying to obtain business. I have not 
anything specific in my mind. | 
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Mr. Frasrr: No, we certainly hope not. We think they are not any more 
aggressive than we are. ae 

Mr. Maypank: There was a time—I saw it in western Canada—when all 
the employees of the Canadian National were very aggressive in obtaining 
business. That is no longer the case; there is not quite the same enthusiastic 
search for business on the part of the employees that there used to be. I wonder 
whether the C.P.R. maintain any different soliciting service than you do? 

Mr. Fraser: No. They are fairly comparable in the city of Ottawa. Of 
course, they have special representation here which we have not at all times. 

Mr. MayBank: You mean lobbyists? 

Mr, Fraser: I would not like to put it that way. 

Mr. Maypanx: Not meaning anything stigmatic at all, that is a word we 
have come to use. 

Mr. Fraser: Yes. They have special representation here all the time for 
traffic purposes largely. 

Mr. Mayzank: Is it your opinion that that is efficacious? 

Mr, Fraser: Well something, perhaps, is; I suppose it is a factor. 

Mr. Maysanx: I suppose they would not keep them unless they paid their 
way. 

Mr. Fraser: They do not usually make mistakes of that kind, no. Mr. 
Maybank, you asked me to go in so deeply that I think I might as well go all 
the way. 

Mr. Mayzank: Yes, I think so, as far as possible. 


Mr, Fraser: I am giving you my own view. You are speaking now of a 
division of the business? 

Mr. Mayank: Yes. ’ 

Mr. Fraser: I am, as you know, the head of the department directly 
concerned with obtaining business, freight and passenger business, and I give 
a great deal of thought to that matter. To my mind there should be no division 
of the business at all. I cannot understand the idea of dividing the business 
of the people of Canada with my competitors, for this reason if for no other: 
you have a dollar to spend on transportation, you may spend it with the 
Canadian National or you may spend it with the Canadian Pacific or with 
a truck. Now, if you spend it with the Canadian Pacific or the truck it costs 
you a dollar; the Canadian National can render for you that exact service at cost. 
The financial men would readily tell you what that was. If you pay me a 
dollar for transportation it pays the same tax at least as the Canadian Pacific - 
dollar pays, but I give you back 40 cents or 50 cents or 60 cents as the case — 
may be, whatever the experts would say it was. To me it is incredible that 
the business of the owners of the property should be handed to someone else 
to perform at a greater cost than I can perform it. It does not make any more 
sense to me than it would for Eatons, if they had trucks, to hire Simpsons to do 
their trucking. I am giving you my frank personal opinion, but I cannot 
understand a division of the business, and particularly in war time. My view 
is that every pound of business that is paid for by the taxpayer of Canada ° 
should be moved and every passenger should be moved on your own railroad 
by every test, it if can be done. 

Mr. JACKMAN: I presume you would like to have things made easy for you. 

Mr. Fraser: Naturally. 


Mr. Jackman: I do not think that your viewpoint is a fair one. I do not 
want to express any opinion about public ownership as against private owner- 
ship. The thesis which you have put forward of a comparison of Eatons giving 
their delivery business to Simpsons is not a good one between the Canadian 


r 


RAILWAYS AND SHIPPING 123 


4 National Railways owned by the government and the C.P.R. as a private 
organization; the comparison is not on all fours. You must remember that 
some people in this country still do not believe in socialism, and public owner- 
ship is a step towards socialism as we all know. 

Mr. Maypanx: I do not know whether the socialists would agree with. 
you on that. If you stir this conversation into socialism where are we going 
to get? 

Mr. JackMAN: We will have to get the aid of the C.C.F’s, perhaps. 


Mr. Fraser: At an appropriate place I would be delighted to argue that 
with you in answer to you. 

Mr. Jackman: You want things easy, given to you; on the other hand, 
a great many citizens of the Dominion of Canada share your viewpoint and 
do ship their business over the government line because they say that is their 
line and let the other line go hang. There are other people who feel that a 
fair division of the business should be made, particularly where there is a 
ereat deal of business—that both should get their portion of it; and the whole 
basis of the competitive system which many of us support is that the people 
shall fight for business on the basis of service rates, and not because the shipper 
happens to be also the owner of the enterprise such as you suggested there. 
I think it is very wise that we maintain a healthy competition between these 
two companies and that the business be given on the basis of rates which, I 
presume, are equal under the commission, the consideration then being service; 
and that should be the basis on which you fight for your rights. 

Mr. Fraser: I fight more successfully outside of the government business 
on that competitive basis. 

Mr. Maypank: It is rather apparent that we could get into a very very deep 
chasm of disagreement on that, but as Mr. Jackman points out we are all 
apparently agreed that there ought to be something pretty fair in the way 
of division. At an appropriate time I should like to offer a resolution which 
would find its way into the report with relation to this. I might say this, 
that there is one point, I think, that is overlooked by Mr. Fraser there, and 
that is that on the other road there are a considerable number of employees 
and they are all citizens of Canada, and that any very quick change so as to 
completely use our own service would, of course, affect all of them adversely, 
and we have to look at that aspect of the factor too. However, it is not my 
purpose to go into an expatiation on that. 

Mr. Fraser: I have no quarrel with anybody on his viewpoint. There 
may be many public considerations justifying it. I am giving the reasons for 
my own view. 

Mr. Maypanx: Let us look at another aspect of this. I have a memoran- 
dum in front of me dealing with certain government sites. I do not know who 
made up the memorandum and I do not know that it matters who made it up; 
but I wanted to use it for the purpose of discussion here. We have had 
established in Canada a very considerable number of industries which. are 
substantially government industries. Some of them are wholly so. One is at 
Calgary, another is at Winnipeg and some others are down this way. What 
size of business would it appear that we are going to get or are getting at 
the Calgary Chemical Plant?) What can you tell me about that? 


Mr. Fraser: The Alberta Nitrogen Company? 
“Mr. Maypank: Yes, the Alberta Nitrogen Company. Is that a company 
comparable with the Nobel plant over here and the Carbide plant near 
Winnipeg? 

Mr. Fraser: Yes. . 

Mr. Mayzanx: The set-up is the same, is it not? 
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Mr. Fraser: Yes. 

Mr. Maypank: It is a D.I.L. company, is it not? 

Mr. Fraser: Yes, I think it 1s D.L-L. 

Mr. Maypanx: D.I.L. and C.1.L. are the same; they just organized them- 
selves into D.1.L. for the convenience of meeting their war contracts? 

Mr. Fraser: I think the D.I.L. is an operating company for the C.LL. 
In this particular case I think Consolidated Smelters are operating the nitrogen 
plant. 

Mr. Maypank: That is the C.P.R. that is operating that plant? 


Mr. Fraser: Yes. 

Mr. Maysanx: And what is the story with reference to this location; 
who chose the location? 

Mr. Armstronc: The Alberta nitrogen plant is located near Calgary—I 
think the Consolidated Smelters had the final decision on the site. The Canadian 
National line—at least the right of way of an old line—was located practically 
through the property which was acquired for the plant, and the history of the 


sidings serving this plant is briefly this: the Canadian National had a tracks 


laid within a half mile of this particular plant; when the property was chosen—I 
should say when the site was chosen—the- Canadian National extended it track 
along its own right of way to where the plant would be located, half a mile away. 
The plant being a Consolidated Smelters’ plant and having a close affiliation 
with the Canadian Pacific Railway, they desired to serve the plant also. The 
Canadian National offered to give them running rights or to perform service 
for the Canadian Pacific. Unfortunately, nothing along that line could be 
arranged and the result was that the Canadian Pacific built its own line into 
the plant. I think their line would probably be about three miles away; and they 
built an independent line into the plant; so that both companies now serve the 
plant. There was also itself some mix-up regarding the entrance of the tracks 
to the plant which, however, was solved to the satisfaction of all concerned. 
That is briefly the history of that industry. 

Mr. Maysank: Supposing you had worked it the way you desired with 
the C.P.R., and had given them running rights, perhaps, or given them a service, 
what haulage would you have got that you now won't get? 

Mr. Armstrone: I doubt that we would have got any because the plant 


being in the hands of the Consolidated Smelters, and closely affiliated with the 


Canadian Pacifie Railway, we might not expect to get much more than we will 
get now. Actually, from the point of view of the country—and I will say from 
our point of view—the three mile line was not necessary, was not essential. 

Mr. Maypanxk: Supposing you had not had the three mile line but you 
had been serving the plant, how far would you have to haul anything from it 
before meeting up with the C.P.R.? 

Mr. Armstrone: Probably two and a half. to three miles. Whether we 
would have had to make an inter-change point there I am not sure. There is 
one, Mr. Hungerford reminds me. We offered them a switching rate over the 
two and one-half miles of line; they could have switched themselves from their 
own line over our line. 

_ Mr. Maypank: How do they benefit themselves by this three-mile exten- 
sion? There does not seem to be very much benefit to them. 

Mr. Armstronc: ‘That is something I cannot answer; I do not know. 

Mr. Mayspank: Did it benefit them? 

Mr. Armstrone: It may come out in the future division of the traffic; 
I do not know. 
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Mr. Mayspanx: They had complete control of the traffic anyway even 
though it was first placed on the two and one-half mile line. 

Mr. Armstronc: Possibly for road haul, yes. 

Mr. Maypank: Well, now, who was building that plant because it is at 
the present time in the process of building? 

Mr. ArMstroNG: I do not think it is completed yet. 

Mr. Maypank: Do you know who are building it? 

Mr. Armstrone: The contractor? 

Mr. Maypank: Yes. 

Mr. Armstrone: No, I do not. 

Mr. Maysanx: Is it not the Fraser Brace people who are building the cordite 
plant at Winnipeg? 

Mr. Armstrona: I do not know. 

Mr. Maysanx: Do you know what percentage of the contractors’ business 
you got? 

Mr. Armsrrone: No; I think perhaps our traffic people would know. 

Mr. Fraser: The situation there was this: Instructions were given— 

Mr. Maypank: By? 

Mr. Fraser: By, I think, the Aled War Supplies Corporation in Montreal 
which has to do with the location of these plants that the business was to be 
divided as nearly as possible equally between the two railways. 

Mr. Maysank: That would be in letting their contract to whomever it is 
that is doing it. 

Mr. Fraser: Yes, that he should divide his business in, and when the 
plant was completed outbound business, equally if possible between the two 
railways. ‘Those instructions were disregarded and we found that most of 
the material for the construction of the plants was moving by our competitor. 
Very strong representations were made by myself personally with a minimum of 
success; but eventually—I think there are perhaps some heartburnings in con- 
nection with it—the instructions became more definite and better understood and 
I have been assured by the corporation that from now on the business will be 
divided equally between us. It took a good deal of doing, I may say. 

Mr. Maypanx: Up,to the point that you are now I suppose there has been 
a great deal of traffic go in there? 

Mr. Fraser: Yes, and the amount we moved was negligible. What propor- 
tion ati not know because I do not know how many carloads the competitor 
moved. 


Mr. Maypank: You had a good deal of difficulty getting the, promise 
which you now have? 


Mr, Frasrer: I had the promise, but I had a good deal of difficulty getting 
fulfilment. 


Mr. Mayspanxk: You now have another promise. 
Mr. Frasrer: Yes. 
Mr. Ross: The project is well on the way to completion? 


Mr. Fraser: Yes, it is, how far I do not know. I think it is owned by 
the government but as I understand it constructed by and operated by the 
Consolidated Smelters. 

Mr. VaucHan: Under the supervision of the Allied War Supplies 
Corporation. 


Mr. Fraser: Allied War Supplies, yes. 
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Mr. Maypank: I believe Allied War Supplies do not actually operate — 
anything. They just get the thing ready for operation by somebody else. — 

Mr. Vaucuan: ‘They supervise the operation. 

Mr. Mayspank: Even afterwards? 

Mr. VauGHAN: Yes. 

Mr. Maysanx: You say you personally made strong representations. You 
mean that these representations were made to Allied War Supplies? 

Mr. Fraser: Correct, and I know that the Allied War Supplies acted on 
them but they had their own troubles, too. 

Mr. Mayspank: You are satisfied they did act upon your representations? 
Mr. Fraser: Yes. 

Mr. Mayspanx: Well, then, what about the cordite plant at Winnipeg, 
what is the story there? I put that question to you, Mr. Armstrong. 

Mr. Armstrone: The cordite plant at Winnipeg was originally decide 
upon to be served by the Canadian National Railways. | 

Mr. Maypanx: May I interrupt you there? It was originally decided 
upon to be served by the Canadian National Railways. What is the position 
now? 

Mr. Armstrone: I will put it this way: that the area selected for the 
plant, which met all the requirements of defence industry and Allied War 
Supplies Corporation, was close to the Canadian National; that, as I under- 
stand it, representations were made by the Canadian Pacifie who felt they 
should have a share in the business and the site was changed to a section of 
territory which was served by both railways; that is between the two railways. 
In order to do so it was necessary to pipe a water supply some considerable 
distance at an expense which we understand was $50,000 or $60,000. 

The CuarrMan: So it is still much nearer to your plant? 

Mr. Armsrrone: You might call it now a jointly served plant between 
the two railways. 

The CuHatrmMan: Yes; I live there, and it is much closer to the C.N.R. 
than it is to the ©.P.R. | 44 

Mr. Maypanx: Yes, it is closer to the C.N.R. now, Mr. Chairman. Even 
now it is closer to the C.N.R., is it not? 

Mr. ArMstrRoNG: Yes, it is. 7 

Mr. Maypanx: You say the cost of the pipe line to bring the water amounts 
to $50,000 or $60,000? 

Mr. Armsrrone: That is the cost as reported to us. | 
_ Mr..Maynanx: That was paid by the Canadian Pacific Railway Company — 
in order to get the site changed a little bit. | 
Mr. Armstrong: That would be a fair statement, I would say. 


Mr, Mayzsanx: At any rate, it was paid by them and the site was changed 
to that extent. | 


Mr. Armstrong: It is understood to be paid by the Canadian Pacific in 
the first instance. Who will eventually pay it I do not know. 

Mr. Maypanx: What do you mean by that? 

Mr. ArmMstrone: It is a matter of— 


Mr. Marsan: Is there any suggestion that the government will pay them 
back? Is that what you mean? : ae 
Mr. Armstrone: Whether or not it will be included in the cost of the — 
plant and paid back by the government I do not know. 


Mr. JAckMAN: There is no evidence that the Canadian Pacific will not bear 
the cost eventually. : | 
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Mr. Armstronc: There is no evidence either one way or the other. 
Mr. Jackman: The Minister of Munitions and Supply in answering some 


- questions in regard to this location some time ago, if I recall correctly, from 


memory, said that it was entirely at the expense of the railway company. 

Mr. Maynank: Yes, that statement was undoubtedly made. The statement 
was made that the other railway company was going to pay, and the inference 
I would draw from that would be that it would be paid not merely in the first 
instance but finally the amount of $50,000 or $60,000 would rest upon the 
Canadian Pacific Railway. 

Mr. Armsrronc: As I have said, we have no information either one way 
or the other. 

Mr. Maypanx: In that case I know who the contractors are. The con- 
tractors are Fraser Brace. How are you doing? How have you been doing 
in regard to the traffic connected with the building of that plant? 

Mr. Fraser: We have been handling most of the traffic into that plant. 


Mr. Maypank: Is it something like 60 per cent or 70 per cent? Can you 
give an idea of that percentage? 


Mr. Fatrupap: I would say about 65 per cent. 

Mr. Maypanx: The next plant I wanted to ask about or the next place I 
wanted to ask about was Cherrier. Where is that? 

Mr. Armsrrone: Cherrier is east of Montreal; it is just off the Island of 
Montreal. Charlemagne is the nearest station to it. Bout de L’Isle is the end 
of the island and Charlemagne is the next station off the island. Cherrier is a 
new station for the new shell-filling plant. That is a case where the plant was 
located immediately adjacent to the Canadian National Railways. We serve 
that particular plant exclusively. 

Mr. Maypank: You do serve it? 

Mr. Armstrong: We serve it exclusively. The only connection the Cana- 
dian Pacific might have had with that was that there was some question of their 
building a line in there. Fortunately—I say fortunately for us—although 
they made surveys of the line—and it would be, I think, four to five miles long— 
although they went so far as to make surveys they did not build the line. They 
did try to obtain permission to build in to the plant. Neither the Allied War 
Supplies Corporation nor the Minister of Munitions and Supply would grant 
them permission. That is briefly the history of that. 

Mr. Mayvpanxk: Now, there is a large number of plants under the Depart- 
ment of National Defence, a large number of establishments started through- 
out the country, and they all make traffic. What 1s the situation in regard to 
them? 

Mr. Armstronc: Well, with regard to the Royal Canadian Air Force 
there are various flying, bombing and air navigation schools—I presume there 
is no harm in giving figures— 

Mr. Maypank: You mean no harm in mentioning where they all are? 

Mr. Armstrone: No, I am just mentioning numbers. 

Mr. Maypank: It is all public property by now anyway. 

Mr. Armstrone: There are twenty-six sidings for these air force schools. 
Of these the Canadian National has installed ten and may install five addi- 
tional; the Canadian Pacific have installed eleven. In addition—there are 
Royal Canadian Air Force equipment and repair depots—there are ten. The 
Canadian National Railways serve three, the Canadian Pacific two, and the 
Canadian Pacific and Canadian National serve jointly four. There is one not 
served at all, but it is located in Calgary and in all probability will be served 
by the Canadian Pacific. We are getting, I would say roughly, 50 per cent 


or slightly better. 
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Mr. Ross: What are the names of the four jointly served? 

Mr. ArmMstrona: I have not a list of the names although one of them I 
think is at— 

Mr. Maypanxk: One is at Macdonald. 

Mr. Vauauan: One right at the airport in Winnipeg. 

Mr. Armstrona: One is at Macdonald. 

Mr. VaucHan: The one in Winnipeg is jointly served. 

Mr. Maypank: It is right at the airport and the two roads are quite close. 
Mr. VaucHan: The Canadian National have a siding and the Canadian 
Pacific also built one. 

Mr. Maypank: You were probably referring a moment ago to the one at 
Macdonald. I think that is C.P.R., up the road to Neepawa; it is near Portage 
la Prairie. 

Mr. Ross: Have you the situation in London? 

Mr. Armsrrone: The situation at London? 

Mr. Ross: They have an airport there now near a shell factory going up. 
Mr. Armstrone: I do not know whether I have information.on that or not. 
Mr. VaucHan: That plant is being put up by the Fleet Aircraft Company 
with Government money. 

Mr. Ross: You are going to operate it? 

Mr. Vaucuan: They are going to operate it; it is located on the Canadian 
Pacific. 

Mr. Maysanxk: Again speaking of these places that both railroads are 
serving, such establishments as we have been speaking about, how have we 
been doing both in respect to traffic leading to the building of those places and 
how have we been doing with respect to the traffic out of them afterwards? 

Mr. Fraser: Well, as to the plants being constructed by the Munitions 
and Supply Department our feeling is that we are doing pretty well. So far as 
the other plants are concerned, those under National Defence, we are not 
quite so happy about them. 

Mr. McCuttocn: They should get the lion’s share of the traffic anyway. 
They should get more than they are getting now. The Canadian National has 
21,000 miles of track and the Canadian Pacific has 16,000. They should get 
a proportion of freight in relation to the difference in mileage. I can see that 
the Canadian Pacific are getting more than their share, and I can well 
understand it when departments here in Ottawa, government departments, will 
send out telegrams to members of parliament over Canadian Pacific telegraph 
lines. [I suppose there is a great percentage of the members of parliament who 
travel Canadian Pacific when they could travel Canadian National just as well. 

Mr. Maysanx: I do not think you are right with regard to the west. 

Mr. McCuutocu: If you are going from here to Toronto you will see most 
of them go by way of Canadian Pacific. 

The CHatrrMAN: They are pool trains. 

Mr. McCuuuocu: The idea of getting a telegram over Canadian Pacific 
telegraph lines from a department in Ottawa is not right. 

Mr. Maypanx: That seems to suggest that some of these services maintained 
here that we were speaking about may indeed be efficacious. That is a sort of 
answer to the question asked a while ago. 

Mr. Fraser: Yes. To be perfectly fair about it there are a great many 
people, employees in all of these departments who have to do with the routing 
of traffic here and the sending of messages. What is done by any particular 
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department does not necessarily reflect instructions within that department, 


It may mean a number of things. I would not want you to think that I was 
criticizing existing instructions if any. I am merely giving you the facts 


and my own view from them. You might have a great deal of traffic routed 


that the deputy minister and the minister would know nothing whatever about. 
In fact the head of the department might know nothing about it. It finally 
all totals up. You see, the two railways to-day solicit for government business 
just as they would for any other business. The government is a_ highly 
competitive organization from the railways’ point of view just the same as 
anybody else. They are just another customer to the two railways, unless you 
find here and there the view which does prevail in some departments that the 
business of the department should as a matter of policy be equally divided 
by percentage between the railways. You find that in some departments. 


Mr. Mayspank: I do not suppose Mr. Thompson has very much entertain- 
ment money, has he? 

Mr. Fraser: No, we have had to cut him down. 

Mr. Maypanxk: Mr. Chairman, you made a remark earlier to-day that we 
would probably be sitting to-morrow. Is that your view now? 


The CHAIRMAN: We cannot possibly complete this business to-day. 


Mr. Maypank: Well, so far as any questions that suggest themselves to 
me along this line are concerned I have about finished all that I wanted to 
ask. If we were going to rise at once I would desire to offer a resolution. But 
in view of the fact that we will be sitting again I think I shall defer doing so. 
I have in mind something in the way of a recommendation that the business 
be divided 65 and 35 or something like that. JI should like to have a look at 
the report of the proceedings of this committee before doing that. But so far 
as this branch of the case is concerned I am finished for the time being. The 
idea I had in mind was that I want to see something of that sort get into our 
report. to the house. 

Mr. JackMAN: Mr. Chairman, may I make one or two observations following 
along the general line of Mr. Maybank? It is quite obvious that both old line 
parties in this dominion have gone on record in fairly recent years against 
railway amalgamation or unification of management. Apparently it is the will 
of the people, as reflected in these two parties, that competition shall obtain in 
the dominion. We must bear in mind that if we have public ownership of one 
competitor and private ownership of another competitor we will have a very 
different situation from that which we would have in the case of a public 
utility like the electric light or a telephone system. That is a monopoly in that 
service and is a different situation from that of the railways. Perhaps it lends 
itself to public ownership in a much greater degree at any rate than does a 
situation where there are competing services. If the government enters into 
business there is no question but that it can drive out private business. We have 
an example here. If Mr. Maybank’s—I won’t say suggestion—if the tenor of 
his resolution is carried to its logical conclusion it is quite obvious that there is 
perhaps no stopping point in the matter of the business of the government. 
I might say today the government is creating over half the national income. — 
Half the business of all of Canada would perforce go to the government-owned 
line. That is the logic of the situation if we admit certain premises. On the 


- other hand, as I say, competition has been decreed by the people of Canada and 


it does seem to me that there should be a fair division of the governmental 


business rather than the weighting of it merely because the government line is 
~ owned by the government itself. There is a vast difference between government 


| 


ownership and private ownership. I was just a little surprised, although I can 


understand the reason for it, when Mr. Hungerford said that there were no plans 
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for the solution of this great problem of the railways after the war. We cannot — 
expect the same tempo of business as we are enjoying at the present time. The © 
only solution that he offered was we have the plant here; give us the traffic and © 
we will break even and show you some return on the money. The way the © 
private business tackles that problem is to say, well we have too great a plant; 
we have to cut down our overhead; we have to cut down our services. We 
either have to go out of business or we have to at least break even so far as 
operating is concerned even though we did not show any profit. But it is a | 
different situation with the railway. It is not essential, apparently, that they 
make a profit. The people want the service and competition and the government 
is willing to face the deficit from year to year. I presume that the directors’ 
hands and the president’s hands are to some extent tied. Certainly they must | 
abide by the dictates of the government which owns the railway and which puts 
up the money to pay for the deficit of the railway. Therefore I merely wish to 
point out some of the underlying reasons, if you like, why the two competing 
systems should be maintained in a healthy condition or else they should be 
under one management and unified or amalgamated. But apparently that is 
not desirable from the standpoint of the Dominion of Canada. 


Mr. Maypanx: Since my words have served as a springboard from which 
Mr. Jackman has jumped, I might just make these two or three remarks. All 
of the remarks he has made which relate to the railways after the war on the 
general subject of competition, amalgamation, unification and that sort of thing 
are not I think germane to the inquiry at the moment. 

He did say that if my proposals were carried out to their logical conclusion 
it would mean excluding one railroad from any governmental business at all 
and probably it would drive them out of business. With all respect I think that 
is quite wrong. What I would desire would be to make a division of business 
which the basic facts of the life of the two railroads would seem to suggest. 
We have more employees on the one to be served; we have a larger capitalization 
on which to pay interest and we have many more miles of track. T should like 
to see a division taking these facts into consideration. Not at all would I 
suggest that there should be a division so that one would get nothing. 

I think Mr. Jackman and I are in complete agreement as to why there 
should be a fair division of business and that is what I want to aim at. I just 
do not think a 50-50 division is a fair division. So it all comes down to an | 
arithmetical difference of opinion between us, and even if there be that and I 
doubt very much that there is— 

The CratrMAN: I rather think the place for this debate is in the House of 
Commons. We are here for a matter of inquiry. 


Mr. Gray: I have one question to put to Mr. Fraser arising not particularly 
out of the traffic situation which was just discussed. I think most of the 
members have been circularized—certainly I have been to-day—with a special 
delivery letter sent by someone by the name of Bridges. I have no idea who he 
is at all. This letter is urging upon the government an amendment of the 
Customs Act to allow bonded freight to be shipped by direct route through from 
the United States ports to other United States ports, Detroit, Port Huron and | 
Windsor. This circular to-day points out it will not in any way affect railway 
traffic for the reason that the traffic that they speak of is now utilizing trucks © 
around the other side of the lake. I should like to have your opinion on that, © 
Mr. Fraser, because I think it has importance particularly at this moment when — 
all thembers are being circularized with this particular letter. 

Mr. Fraser: I of course would not know, Mr. Gray, whether the statement 
that this traffic would not move by rail is a correct one or not. I certainly~ 
would not accept that without a good deal of proof because almost every ton 
of freight that could move by rail or by truck is very competitive traffic and j 
the trucks would not concede it to the railways or the railways to the trucks, — 
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Mr. Gray: Then many of the statements could not possibly be accepted. 

Mr. Fraser: As a matter of fact tremendous quantities of American traffic 
as you well know are moving between Windsor and the Niagara frontier, 
Buffalo, over these very lines, right through that territory. They are very 
very well patronized lines and I doubt if there is any traffic that you could say 
would not move by rail if this thing is allowed. 

Mr. Gray: I presume that you are alive to the situation that these people 
are making a very determined effort to put this through. 

Mr. Fraser: We are, as a matter of fact, yes, and we are making repre- 
sentations to the government in connection with it. 


Mr. NicHoutson: Yesterday I raised the question on the movement of 
scrap metal. The Department of National War Services have carried on a 
very active advertising program. In western Canada there is a great deal 
of scrap, particularly on the farms, and the elevator companies have offered. to 
act as collecting agencies. People have been very generous in contributing 
the scrap. It seems to me there is some hold up on account of the high freight 
rates. I realize the difficulty there. Has any statement been made as to the 
possibility of this scrap being moved some place where it can be of some use 
in our war effort? 

Mr. Maypanxk: May I add something to that before an answer is given? 
I said yesterday I thought there had been an arrangement with the railways 
and the scrap iron people that they would carry it on an O.CS. basis for a 
period. We did get some answer to that and I wonder if it might be added to. 

Mr. Fraser: That is not quite the situation. I can give you a quick 
answer and that is this: perhaps there has been some confusion about the rates. 
As you know, we have all rail rates, and we have lake and rail rates. The 
lake and rail rates, of course, are lower than the all rail rates. We agreed 
to carry scrap all through the winter and until further notice from 
western Canada at the lake and rail rates rather than at the all rail rates. 
It was a concession. For example, if it would interest you, let us take 
from a point like Winnipeg to Hamilton, which is a large consuming centre. 
The normal all rail rate would be 51 cents on 100 pounds. That is 
the tenth class rate. The lake and rail rate is 444 cents on 100 pounds. That 
is 64 cents less. That of course usually applies only when the overseas naviga- 
tion is in effect. We agreed to continue the 444-cent rate and have continued 
it all through the winter and it is now in effect to all points in the east. 


Mr. Nicnotson: Have you any answer regarding the question I have 
raised? | 

Mr. Fraser: Yes, I shall be glad to answer you. Of course, we all know 
about the campaign to raise scrap for the national war services, and the matter 
was taken up with the railroad and the suggestion was that they carry the 
scrap from western Canada to the east at a reduced rate. We looked into 
that pretty carefully and it did not seem to the railway as though there was 
any necessity to reduce the rate for this reason: the scrap is donated; there 
is no original cost for it; the people are very generous about it, as | understand 
it, and they give their scrap and it is collected largely by voluntary effort and 
at very little cost. We are now moving scrap at the present rate—commercial 
scrap that is purchased in western Canada—without any trouble as far east as 
Sorel. For instance, we take scrap from Edmonton which is purchased by 
dealers in Edmonton for cash and sorted by them in their own time and they 
haven’t any difficulty in shipping that scrap to Sorel at the present time and 
at the present rate. So it did not seem to us that the present rates were 
very much in the road for the movement of the scrap that was donated or 
collected by voluntary effort. We did not think a very good case was made 
out for it. 
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Mr. Ross: There is a fair profit at 445, I presume. 3 


Mr. Fraser: Oh, well; I presume so. When you ask me just what profit 
there is in a specific rate I am in a different realm. 

Mr. Ross: I was thinking that you might strike a carload rate. 

Mr. Fraser: That is, of course, a carload rate. 

Mr. Ross: I mean a lower rate. That is the actual weight you carry— 
444 per 100 pounds. 

Mr. Fraspr: Yes. You could arrive at it by any way you like; it 1s 
444 cents and it seems to be a pretty generous concession. I do not know of 
any complaints about it. That applies to commercial scrap also. 

Mr. Ross: I was thinking of a story I heard about carrying fruit in the 
United States. It is carried at so much a box, I believe, and the fruit people 
made up those cases with sort of a limber side to them and in that way they 
put in an extra number of.oranges. I did get the figures of how many millions of 
dollars the railroads have lost due to that little change in the orange cases so 
that they could put in so many more oranges. 

Mr. Fraser: They paid for the case and the contents and they lightened 
the case and paid less. 

Mr. Ross: Yes. : 

Mr. Maypanx: In regard to the scrap question, there is a very large amount 
of scrap iron on all the farms of western Canada. Farmers just throw the stuff 
into a pile on the usual principle that it is better there in a pile than to throw 
it away because you never know when it will be useful; but it would not be- 
worth my while to go out and get it. It is not economically collected, but there 
is a lot of it. Our patriotic salvage corps in various places have stirred up the 
farmers to bring that scrap into the small towns but there have been difficulties 
from there to bring it to the centre spot, Winnipeg. I gather, by the way, 
that they are not particularly anxious any more to use the scrap from western 
Canada down in Hamilton; they do not want to get them in the habit of shipping 
away from that territory. JI understand that is the attitude of the steel 
people. Mr. Scully, the steel controller was talking along that line. The 
desirable thing in western Canada seems to be to get that to Selkirk where 
the rolling mill is. When that stuff is not moved it chills the enthusiasm of 
the people that this patriotic corps have worked on, and we would like to see 
some way of getting that stuff brought in because it is worth something to the © 
country but it is not economical to collect. 


Mr. Ross: It might prove economical in the long run. 


Mr. Maypanx: Yes. A gleaner in the fields is no longer considered 
economical although it might be if the gleaning were done at no labour cost 
whatever. This is something similar, and there is no cost whatever in the 
collection of this. Now, you never would get that business at ordinary rates 
because they cannot even now, from a lot of these points, afford to ship it in to us. 
Would you not be ahead of the game to carry that o.c.s. plus some percentage— 
I do not know how much but make it low. 


Mr. Ross: And keep it in a separate account. 


Mr. Fraser: Mr. Maybank, so I will be quite clear about the problem, I 
might say that the Deputy Minister of National War Services has taken a 
very active part, and on behalf of the minister has organized the matter. 
They have never asked us for any concessions on rates on scrap within western 
Canada. They say it presents no difficulties whatever. . 


Mr. Maypank: Of course, they could easily say that to you. I have been | 
speaking about the work of this patriotic corps in Winnipeg. They are collecting 
all kinds of stuff and they are doing a land office business. In other cities the 
condition I have described also obtains. They are expanding and they are 
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taking in a little more territory every day, and yet they have not got to the 
point, perhaps through very busyness, of making any special representations to 
the department, and therefore you have not got them. I may say that I know 
that the railways could be a very considerable help to this patriotic movement. 
I am suggesting to you to break a precedent and take this up on your own 
initiative; to offer us something in the interest of this patriotic movement. 

Mr. Fraser: Well, Mr. Maybank, I think it is quite proper to say this, that 
there have been a great many representations made and a good many discussions 
held, and the file is still open with Mr. Scully whose name you have just 
mentioned; and after representations had been made to him I think I am 
correct in saying, am I not, we are waiting to hear further from him as to what, 
if anything more, he has to suggest. The file is not a closed file; but I do believe 
this, that as I say the only request that was made to us was for rates from 
western Canada to the east, not within the territory itself. I understand there 
is a very serious question as to whether or not scrap should be moved in large 
quantities from western Canada to eastern Canada. 

Mr. Maypanx: That was Mr. Scully’s point to me, and the steel people 
told me the same thing. 

Mr. Fraser: There may be even a greater demand for it, perhaps, on the 
Pacific coast. Would it be satisfactory to say that the matter is still open 
with Mr. Scully. | 

Mr. Maypank: I know you will endeavour to co-operate in every way 
that. you can in every good thing. I would like to make this suggestion to you 
that you suggest to somebody in your stores department out in Winnipeg, 
somebody from the traffic end, to get in touch with that organization or those 
organizations and sit in with them as a member. It would be doing a great 
service to them, I know, and I think on consideration you will agree that you 
can be of great service. 

Mr. NicHotson: Did I understand you to say that you had not received 
any request for reduced rates within western Canada? 


Mr. Fraser: That is correct. 


Mr. Nicuouson: I have correspondence going back to December, the time 
that this appeal was made to patriotic organizations in my constituency, and 
they have been very anxious to make some contribution in this field. They 
feel that they can make it without any great sacrifice; but from what informa- 
tion I have the rates from northern Saskatchewan to Winnipeg are still so 
high that there is nothing for the patriotic organizations worth speaking of 
after they pay the freight on this scrap brought into Winnipeg. 

Mr, Fraser: If this is an order, one of the things that causes us difficulty 
is this: scrap to-day from northern Saskatchewan, from as far west as Edmon- 
ton, is being bought and paid for at $1 a ton or $2 a ton—I do not know what— 
and collected and shipped on the existing rate and sold at a profit. 

Mr. DonnevLy: That is not true in my district. We had mén down there 
collecting scrap and sending it to Vancouver where it was being sold and shipped 
to Japan and when the rates went up they stopped. I am told by the department 
here that it cannot be shipped out and they are trying to make arrangements 
with the railroad to get a cheaper rate so it can be shipped. They say at the 
present time there is not enough in the scrap to pay for the rate. The individual 


shipper told me that himself. 


Mr. Fraser: Doctor, that may be perfectly true in that place; but scrap 1s 
moving in large volume. 
Mr. Donnetty: Not scrap iron; perhaps certain other scrap like aluminum 


or brass, but not scrap iron. 


Mr. Fraser: Scrap iron, yes, doctor, is moving to-day. 
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Mr. Ross: The side of this question that Mr. Scully referred to does not 
centre in western Canada alone. He is reviewing the eastern region and the 
central. 


Mr. Fraser: He may be. There did not’seem to be the same problem in 


the east. 

Mr. Ross: It exists all over. 

Mr. Fraser: The rate did not seem to be in the road because you see the 
market generally is east. Hamilton is a good case. The scrap collected at North 
Bay, if the rate is the problem, is nothing in itself compared to the rate from 
Edmonton, because it is so much larger per ton. They have to overcome that. 

Mr. Ross: We understand the war effort and the effect it has on people in 
general in collecting this stuff and shipping it. They are giving their time and 
attention in the collection of it, and I was wondering if Mr. Scully was going to 
fit in all the regions. 

Mr. Fraser: I have no doubt he will. It was not the thought of anybody 
that if the price of scrap was sufficient to pay all charges the larger rate would be 
reduced to allow a profit for somebody. This was a voluntary effort by people 
who did not require or did not ask for a profit. It was approached on that basis, 
that if the price at destination was sufficient to provide the handling charges 
and out-of-pocket costs and the rate that the situation was met. Now, it was 
our opinion the last time we looked at it that that was the condition, and I still 
think that it was a striking fact that for the same price at destination scrap can 
be purchased at Edmonton by dealers and shipped to Sorel paying the rates. 
It would look as though there was a profit somewhere in it in our judgment 
to take care of out-of-pocket costs and reward the very fine enthusiasm of the 
people who are doing it. If that is not so, it does, I agree, become a different 
problem. 

Mr. Ross: I would not want the mills to state that they were short of 
serap and to say that the reason was because of the freight rates, on any 
condition. ‘ 

Mr. Nicuotson: In my. constituency there is only one place with a 
population of over 1,000. We have not got any scrap dealers or anyone with 
any experience in sorting or handling this stuff. The people are very generous. 
I have been reading instructions to the scrap dealers regarding the breaking up 
of the serap and sorting it. We do not have people who know how it should 
be placed on the market, and it is quite an eye-sore to have this accumulation 
of scrap, and perhaps you will agree that it is bad for the morale of the people to 
have this serap contributed by people who feel that it is a necessary and useful 
contribution and then to have it stay there for months without going any further. 

Mr. Fraser: I suggest that it would seem arguable that if a dealer was 
given that scrap for nothing, if there was any quantity of it, that he would 
have no trouble in shipping now if he could actually buy it and pay cash 
for it and ship it at present rates from Edmonton. 

Mr. Vaucuan: I think the situation is entirely in the hands of the steel 
controller. He fixes the price that scrap is to be sold at at various places. The 
price is fixed at the mills and after deducting our freight rates there must be 
a substantial sum left for the shipper. 

Mr. Maypanx: Mr. Vaughan, I suggest to you that there may be many 
piles of scrap iron in places from where it would be false economy to ship. 


I understand it is much more complicated than persons like myself might think. — 


Mr. VaueHan: I may say that the Department of National War Services 


asked for the services of Mr. Keller, our general storekeeper in Winnipeg to — 
make a complete survey, and I think he has completed that survey in. the — 


west. I believe as a result of that survey the department has got all the infor- 
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“mation it needs. I think it lies within Mr. Scully’s powers to take whatever 


action is necessary to rectify any inequality so far as price is concerned. 
The Cuamrman: I think, gentlemen, that we have had a pretty fair 
discussion on this subject. We have not moved a single inch this afternoon. 


Mr. Gray: We have had a very constructive afternoon. 


Mr. Maypank: We may have got a lot of new business for the Canadian 
National Railways whether you know it or not. 


Mr. Jackman: I am concerned about one item we took up this morning 
regarding the capital loss on the sale of the steamships Prince David ‘and 
Prince Robert. Since this morning I have had a chance to talk to the Minister 
for Naval Services about the price the government paid the railway system 
for those boats, and he tells me that in his opinion although there was some 
bargain that the government paid a fair price. So this morning I 
put forward two propositions, either one of which I thought must 
fit the case, and now I must add a third to that: it is possible that the original 
cost of those two ships was so high that notwithstanding what might be con- 
sidered adequate depreciation at 3 per cent per year it was insufficient to 
bring the capital cost down to what you would receive for them, for the two 
ships, even in a favourable market; so I suppose that the cost of those boats 


_ . was very much higher than should haye been the case. They must have been 


bought at a time when prices were unusually high and stood on the books 
of the system at an exceptionally high price. Is that the case? 

Mr. Cooper: The boats were completed in 1930. I gave the cost this 
morning at $4,329,000. Whether that was too much or not I could not say. 
Mr. Jackman: Did those two boats ever earn any money ? 

Mr. Cooper: They were not profitable to the railway. 

Mr. Jackman: They did not earn any money as far as you know. Had 
you been using them in recent years? 

Mr. Cooper: Oh, yes, the Robert was in service more or less every Summer 
on the Pacific coast. The other had been tied up for two or three years. 

Mr. Jackman: The Robert had been in service during the summer months? 

Mr. Cooper: Yes, on cruising service on the Pacific coast. 

Mr. Jackman: And the other boat had been tied up. It is rather alarming 
to find that we have one of the capital assets realizing so much less than it is 
carried on the books at depreciated cost value when a favourable time for 
disposition comes and a favourable market obtains for ships. It makes one 
wonder just how much of the assets are rather spongy that way. 

Mr. Coorrr: Well, as far as we are concerned, the problem is not the 
value of the assets, it is the amount of liability which we have to carry. That 
is the problem: to meet the charges on the liabilities which are attached to 
the railway today. What the value of the Canadian National Railways system 
ss I do not know and no one else does; it will depend upon how you measure 
value, and value has a variety of definitions. 

Mr. Jackman: It is difficult to be able to comprehend whether the 
operations of the road are being carried on well in relation to the capital 
value; whether a great many of the assets included in that capital value are 
in at excessively high figures as these two boats apparently were. 

Mr. Cooper: I do not think you could draw that conclusion from a 
solitary instance of this sort. 

Mr. Jackman: It is the only instance— 

Mr. Cooper: It is a broad deduction to take. 

Mr. JackMAN: It is the only instance where a capital asset has been 
realized upon within the last twelve months, and with this coming to light 
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it is rather alarming to think that those capital assets are, perhaps, worth so 
much less than they are carried on the books of the company. What I should 
like to get is an expression of opinion from someone in the management as 
to whether or not the capital costs of the assets of the system are in their mind 
reasonable. Are they useful, earning assets such as might be expected to give 
a return? I realize, of course, that if you get enough traffic all problems are 
solved; on the other hand I think in a case lke the steamships the depreciated 
cost was in excess of what you could ever expect from them unless you had 
them for years. 

Mr. McCuntutocu: We are not making any progress. 

The CHAIRMAN: Yes, we passed this long ago. 

Mr. JACKMAN: I wanted to get a little light on these things, and as things 
develop we ask for light. 

The CuHarrMan: We debated that matter for half an hour this morning 
and finally adopted it. Now, we are at page 20, “funded debt, principal and 
interest’, 

Mr. JackMAN: Is this the place you wére going to tell me about those 
equipment trust certificates?—the $9,000,000. ? : 

Mr. Cooper: No, sir. I suggest you wait until the budget comes up. Not 
that I am trying to postpone it, but let us get things in their proper place. 

The CuairMAN: Shall this subject carry? 

(Carried) 

The CHAIRMAN: Page 21 “investments in affiliated companies’’. 

Mr, Emmerson: What is this Toronto Terminal Railway Company? 

Mr. Cooper: The Toronto Terminal Railway Company is a company owned 
jointly by the Canadian National and the Canadian Pacific, and it owns the 
passenger station at Toronto. 

Mr. Emmerson: That is just a nominal value put on there; that does not 
represent anything of the value of the assets of that company, does it? 

Mr. Cooper: No, this amount of stock is issued to provide the company 
with working capital. The investment in railway facilities was covered by an 
issue of Toronto Terminal Railway bonds. They financed the construction of 
the property by an issue of bonds. They provided themselves with working 
capital by an issue of capital stock. That is why the amount is relatively small. 

Mr. Emmerson: Is that the union station? ; 

Mr. Coopmr: Yes. 

Mr. Emmerson: Could you tell me the cost of that terminal? 

Mr. Cooprr: It was around $26,000,000. I have not the exact figure here, 
but it was around that amount. 

Mr. Emmerson: That would be about $3,000,000 less than the cost of the 
Montreal terminals—the estimated cost? 

Mr. Armstrone: That is the expenditure by the Toronto Terminal Railway 
Company, roughly $26 million; that does not take into consideration the full 
amount spent on the Toronto viaduct which included the grade separation and 
the station, a total cost of $40 million—slightly over $40 million 

Mr. Emmerson: Forty million dollars was expended in Toronto as against 
$29 or $30 million required to be spent in Montreal? 

Mr. Armstrone: Yes, that is correct; this is the expenditure on both 
railways; the other is an expenditure on one railway, of course. 7 

The CuHarrmMan: Any further discussion? 


Mr. Hanson: There is that item Vancouver Hotel Company I,imited 
$150,000 and $75,000. Would you explain that. 
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Mr. Cooper: That again is the issue of capital stock by the Vancouver 
Hotel Company to provide itself with working capital. The Vancouver Hotel 
Company is a company owned jointly by the Canadian National and the 
Canadian Pacific; they each hold 50 per cent interest. The building itself is 
owned by the Canadian National Railways, and the Hotel Company is simply 
the operating company. The Canadian National have the lease. 

The Cuarrman: “Major Contingent Liabilities’. Do you wish to make 
any statement with regard to those liabilities Mr. Armstrong? 

Mr. Armstronc: I do not think so, sir. 

Mr. Hanson: There is one thing about this contingent liability which I 
wish to say. This committee has had before it for the last ten years the 
suggestion that the railway company and the government should try to 
liquidate those perpetual bonds. Has anything been done on that this last 
year? I think we were told that they would try to do something. Has 
anything been done in the way of a reduction? 

Mr. Cooper: The Grand Trunk 4’s, $119 million, that is the biggest. The 
issue was made the subject of a vesting order by the U.K. Treasury, and has 
been taken up with the exception of a small amount which is not held in the 
U.K. or is not subject to the vesting of it. So far no action has been taken 
with respect to the other issues. 

Mr. Hanson: That one issue has been taken up this last year. 

Mr. Cooprr: Since October—a matter of 224 million pounds. 

The CuamrMan: Page 22 “schedule of companies comprising the Canadian 
National Railway system.” 

(Carried). | 

Page 23. That is a continuation of the same thing. 

(Carried). } 

Page 24. “Statement of Revenue Tonnage by Commodities for Years 
1940-1939”. 

Mr. Nicuotson: In connection with this item on wheat, what is to be 
the picture for 1941? 

Mr. Huncsrrorp: That is too obscure. 

The CHairMAN: That is counting your chickens before they are hatched. 
Mr. NicHouson: In view of the fact that there would be a traffic reduction 
in the amount of wheat accepted by the wheat board I thought you might have 
some idea of what effect that might have on your volume. 

Mr. Huncerrorp: I think it is all conjectural; there is no basis on which 
you can give any reasonable estimate. 

(Garmed) ia." 

The Crairman: Page 25 “revenue tonnage by commodities continued.” 

(Carried). 

Page 26, “Details of railway equipment.” 

Mr. Hanson: Have you been handicapped since the outbreak of war by 
any shortage of equipment because of the war? 

Mr. Armstrong: There is no shortage of equipment yet. 

Mr. McCuttocu: Are there to be any other cars supplied this year in 
addition to the amount you gave me this morning? 

Mr. ArmstrronG: These are shown as supplied in 1940. 

Mr. McCutiocu: To be supplied in 1941? 

Mr. Armstronc: The budget for 1941 includes certain equipment. The 
Minister suggested this morning that equipment be dealt with when the 1941 
budget is considered. 
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The CuatrMAn: Is there any further discussion with regard to this page? 

Items agreed to. 

The CHAIRMAN: Page 27, “Statistics of rail line operation.” 

Mr. Jackman: After all, ne statistics obviously cannot mean very much 
is us unless we can make a check study of them. I presume they are prepared 
by the management for some reason. An occasional comment might be useful 
to us. They are not just prepared for nothing. Would someone in the manage- 
ment not care to draw attention to an occasional item that is of some 
consequence? 

Mr. Armstrone: Mr. Hungerford is his statement called attention ta 
several figures which summarized particularly the freight operation. The 
figures that you see here are the basic figures. 

Mr. JAckMAN: We find in Mr. Hungerford’s statement all these things 
that we want high-lighted. 

Mr. Armstronc: I would say those would be the high-lights, for 1940. 

The CHAIRMAN: Carried? 

Items agreed to. 

The CHATRMAN: Page 28, “Employees and their compensation.’ 

Mr. Hanson: I should like to ask a question with regard to the average 
mileage of road operated and cost of operation. How does it compare with 
the American roads in similar situations? How does your percentage cost 
compare in operating expenses with the American roads? 

Mr. Armstronc: Per mile, sir? 

Mr. Hanson: Yes. 


Mr. Armstrone: It would depend entirely upon the volume of irae, The 
American roads on the average have a much heavier density of traffic than 
we have. Therefore their operating expenses per mile of road would be sub- 
stantially greater than ours. 

Mr. Hanson: Greater? 


Mr. Hanson: For some years we had an analysis of the tonnage and 
the average. h 
Mr. Hansons For some years we have had an analysis of the tonnage and 
so forth. Have you that now? 


Mr. Armstrone: We have not made such an analysis for 1940, but we 
can very easily do so, similar to the figures which we filed a few years ago. 
Mr. Hanson: J think that would be very useful information to the 
committee. 


The CHatrMAN: “Employees and their compensation.” 


Mr. NicuHoutson: Before you go on with that I should like to mention this: 
I inquired yesterday about the revenue losses in different operations of the 
system. I did not get that information. Have you any idea as to where your 
best paying districts are? 

Mr. Armstrona: Very much so. 


Mr. NicHotson: How about this item of freight revenue? Can you 
give me any information as to different districts or divisions where you are 
making the most money? 

Mr. Armstrona: Well, some two or three years ago there was filed at the 
Senate inquiry on railways in Canada, a map which indicated where the 
paying lines of the Canadian National were. It was requested, I think, by 
the chairman of the committee. It was admittedly an arbitrary division 
of the revenues and an arbitrary division of the expenses, but it did bring 
‘ out the lines which were paying all their charges including interest, or that 


oe 
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they had paid only their operating expenses, or even did not pay their operating 
expenses. I could give you a copy of that in a small form. The lines are 
shown in three different colours demonstrating the three different categories 
of the various lines. 

Mr. Nicuouson: That was prepared three years ago. 

Mr. Armstrone: That was in the year 19388. 

Mr. Nicuouson: You did not try to bring that sort of thing up to to-day? 

Mr. Armstronc: No. We know, for instance on which line the greatest 
density of traffic occurs. That is calculated every year particularly for design- 
ing our maintenance program to know what traffic there is over each 
subdivision. The engineers use that in arriving at what the expenses should 
be on the various lines on which there is varying traffic density; but we do 
not go into the question of allocating revenue and expenses to each individual 
section of the line. It must be done arbitrarily anyway. 

Mr. Nicuoutson: You do not do anything like that to show where your 
bright spots are or where your black spots are in the system? 

Mr. Armstronc: Not by lines. As I said previously, we have certain 
figures on the actual expenses of each region, but that is not really a good 
test of the region, because, for example on the Atlantic region, the cars which 
are repaired at Moncton may move over all other parts of the system. The 
expenses may be in one place, at one location, and the actual use in another. 
So you must use an arbitrary division in getting the expenses divided 
geographically. It is a very difficult problem and one that can only be 
arbitrary. 

Mr. Hanson: I think Mr. Armstrong is looking for some information. 

Mr. Armsrrone: We had some figures taken up here, Mr. Hanson, showing 
a comparison of certain units and operating performance of the Canadian 
National with class 1 U.S. roads. These were the average of class | US. roads 
for the year 1940 and for one purpose we compared it with the year 1923 to 
see what improvement had been made by the Canadian National system as 
compared with what improvement had been made by the class 1 U.S. roads. 
The tabulation shows that in some units we have improved less than the 
class 1 roads; in other units we have improved more. I think the judgment 
you would get from reading this 1s that the improvement is pretty close to 
50-50. They are all statistical technical averages such, for instance, as this: 
the gross ton miles per train hour. We show an improvement of 76 per cent; 
class 1 roads show 101 per cent over that particular period. There are others 
here: car miles per car day. We show an impovement of 50-8 per cent 
averaged over a 17-year period. The class 1 roads are a little less than 26 
per cent. I do not know whether that answers your question or not. I have 
not got the C.P.R. percentages of these particular costs here. We have com- 
pared ourselves with the class 1 U.S. roads because our accounting is largely 
on the same basis as class 1 U.S. roads. 

Mr. Nicuotson: What information have you in connection with the 
revenue and expenses in connection with operating oil- vas-electric trains? 

Mr. ArmstRonc: We have the expenses worked out as to the revenue, but 
I do not think we have them tabulated. The only answer that we can give 
there is this: We know that in certain cases vasoline-electric cars can be 
operated much more cheaply than some other services and will fit in very well 
with the requirement, and that is the reason they have been put on. In some 
cases there is sufficient revenue to pay expenses; in other cases there is not. 
Some of these light traffic lines where we use these gas cars come under the 
category that was previously mentioned, the lines which are operated in the 


public interest but in which there is a loss even on operation. 
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Mr. NicuHotson: You have not been purchasing many of these recently, 
have you? 

Mr. Armstronc: No, I do not think we have had any gas-electric cars for 
several years. 

Item agreed to. 

The CHarrmMan: “Distribution of the dollar.” Do you want to study that 
on page 28? 

Mr. Emerson: I should like to ask another question with regard to. the 
density of traffic. Do you tabulate from year to year the changes in density 
of traffic in different sections? For instance, a certain section may have a 
maximum density as compared with other sections on the system. What 
section of the road had the greatest density in 1940? 

Mr. Armstrone: I would say the Toronto-Hamilton or the Hamilton- 
London would have the greatest traffic density. I am speaking of freight there, 
of course, and in that case passengers too. 

The CuairMANn: “Distribution of the dollar.” Do you want to study that? 

Mr. Nicuotson: I notice in connection with the first item that labour is 
getting a smaller percentage of the dollar in 1940 than it got in 1939. Would 
that be used by the unions with a view to getting an increase in pay? Would 
this be used as an argument for an increase in pay? 

Mr. Armstronc: I do not know if they would use it, but if they did use 
it I do not know that it would stand up very well. 

Mr. NicHotson: What would be the reason against it? 

Mr. Armstronc: To a statistical average such as that, I do not know. 
You would probably find an answer to it. 

Item agreed to. 

The CuHarrmMan: Page 29, “Operated mileage, December 31, 1940.” Is 
there any discussion on that? 

Mr. Hazen: What tracks are under lease in the Atlantic region? I notice 
one here 6:41 miles. Is that rented from somebody? 

Mr. Armstronc: It is the Acadia Coal Company. 

Mr. Hazen: Where is that? 

Mr. Armstrone@: It is at Stellarton. 

Mr. Hazen: The Acadia Coal Company own that line? 

Mr. Huncerrorp: I think it is the so-called Vale Railway. 

Mr. Hazen: What do you call it? 

Mr. Huncerrorp: The Thorburn branch down near New Glasgow. 
Mr. Hazen: Do you rent that from somebody? 

Mr. Huncerrorp: Yes. 

Mr. Hazen: How do you fix your rent for it? How is that worked out? 
What rent do you pay? 

Mr. Huncerrorp: We pay a flat rate per year, $1,200. 

Mr. Hazen: Take the Central Vermont line. What do you pay for that 
a year? What do you pay for that 125 miles of track? 

Mr. Cooprr: $222,000. 

Mr. Hazen: A year? 

Mr. Cooprr: Yes. 

Mr. Nicuotson: In connection with the lines in the United States, has there 
been a decrease in revenue since the war? 

Mr. Armstrone: No, there has been an increase. 
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The CHAIRMAN: Is page 29 carried? 

Mr. Nicuotson: What is the picture in connection with ie business on 
the American line? 

Mr. Armstrona: It is increasingly improving. 

Mr. Cooper: It had an increase in traffic last year of 14:5 per cent. 

Mr. Hazen: Between what points does the Central Vermont line run? 

Mr. Armstronc: It runs really from Montreal, a part from Montreal to 
New London with a few branches. The actual line comes in at St. Johns where 
they meet the Canadian National and at the other end they go down as far 
as White River junction where they then have running rights over B. & M. 
again and on their own line into New London after that. 

Page 29 agreed to. 

Mr. McCuutocu: I move the adoption of this report. 

The CHarrMAN: Mr. McCulloch moves that the report be adopted. 

Motion agreed to. 

The CHAIRMAN: Now, gentlemen, before we go any further we will have 
to decide on a question that comes up right here. We of the Liberal party 
have a caucus to-morrow morning and cannot have this room. Probably we 
cannot go anywhere else. We might overcome that difficulty partially by 
meeting to-night. 

Mr. NicHotson: Would there be another room some place else? 

The CHAIRMAN: We might find another room, but we have a caucus. We 
can’t have both a meeting and a caucus at the same time. 

Mr. JAcKMAN: There is also a limit to physical endurance. Personally I 
am very much against meeting to-night unless there are very, very compelling 
reasons why we should. It is very trying to sit in this hot room all day and 
at night, and I am very tired now because of the humid atmosphere. 

The CHarirMAN: If the committee is not desirous of sitting to-night then we 
will abandon the idea. 

Mr. NicHotson: Agreed to. 

The CuHarrmMAn: All right, now that is carried. The next report is that of 
the Canadian National Securities Trust. 

Mr. Huncerrorp: I will ask Mr. Maclennan, the chief treasury officer of 
the department, to read it. 

Mr. MAcLENNAN: 


THE CANADIAN NATIONAL RAILWAYS 
SECURITIES TRUST 


| ) Orrawa, March 19th, 1941. 
The Honourable P. J. A. Carpin, M.P., 
Minister of Transport, 

OTTAWA. 


Sir,—In conformity with Section 23 of The Canadian National Railways 
Capital Revision Act, 1937, the Trustees submit the following report of the 
transactions of the Canadian National Railways Securities Trust for the calendar 
year 1940. 

The initial stated value of the Capital Stock of the Securities Trust has 
been increased during the year by $1,694,179.20, this being the amount by which 
capital gain exceeded the capital losses during the year. 

The items of capital losses during 1940 in respect of which His Majesty has 
not made cash reimbursement to the Railway, and the item of capital gain 
which has been accounted for by the Railway through the Proprietor’s Equity 
Account, are shown hereunder: 
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ABANDONMENTS, DISMANTLEMENTS, ETC. 


Ce Martins’ Branch Van o/c eis titel veines siete iw fo degis hd praie 28:75 Miles $ 355,420 90 
Fortierville to St. Gregoire ...... 20... ee ee ee ee QT OA 584,856 30 
Cla no bo! Cubbie Chl aware Wiese alae ule’ cibin ante ee hs 24° GOK et 825,846 87 
Two Rivers-Cachre | Lia kena aaiaiveveis ce weliaer dla sie Wnenes 7 Wig) at 160,971 05 
Oshawa Electric Railway. iio. se ee ew eae SBS es 161,016 45 
Alvinston’.to Kingscourte oo ia. eee te ale 9-68 “ 123,098 14 
Sta wood.d Go ramen Lh CU RRR Aaa lent err goa alt Es we 123,139 85 
Total abandonments, dismantlements, etc.............+2e0e0s $2,334,349 56 
Capital loss (exclusive of loss applicable to expired service life) wi 
on sale of 8.8. Prince David and Prince Robert...........+-. 1,474,971 24 


Capital gain on redemption of  £22,500,000 G.T.R. 4%. Perp. 
Debenture Stock acquired under order of H.M. Treasury of 
the United Kingdom dated 26th October, 1940, and Dominion 
of Canada P.C. 6002 dated 25th October, 1940.............. 5,503,500 00 


Net capital gain i fk) eal RG Ty TT EL NP a DC ET ee 


With regard to the capital gain, the outstanding funded debt of the Cana- 
dian National Railway Company has included £24,624,455 of 47 Perpetual 
Consolidated Debenture Stock issued by the former Grand Trunk Railway 
Company of Canada, payment of the interest on which was guaranteed by the 
Dominion pursuant to the provisions of The Grand Trunk Railway Acquisition 
Act, 1919. Under an Order dated 26th October, 1940, made by H.M. Treasury 
of the United Kingdom, such portion of the said Debenture Stock as was held 
by residents in the United Kingdom was transferred to the Treasury. The 
vesting price was £103.17.4 per £100 stock surrendered, payable 26th November, 
1940, plus £0.7.1 accrued interest. The vesting order was made upon the 
condition that the Canadian National Railway Company would purchase the 
stock from the Treasury at the vesting price. By Order in Council P.C. 6002 
dated 25th October, 1940, made under and by virtue of the Canadian National 
Railways Financing and Guarantee Act, 1940, and the War Measures Act, the 
Railway Company was authorized to purchase the securities and the Minister 
of Finance was authorized to make loans to the Company for the purpose, such 
loans to bear interest at the rate of 34% per annum, to be repayable on demand, 
and secured by promissory notes and the said securities so purchased. | 

At the date of closing the 1940 accounts of the Railway Company the 
amount of securities held by residents of the United Kingdom had not been 
definitely determined, so the accounts have been closed on the basis that a total 
of £22,500,000 will be redeemed and any necessary adjustment will be entered 
in the Company’s accounts for the year 1941. The redemption of this amount 
at, the prevailing sterling exchange rate effects a reduction in the outstanding 
debt of the railway of $5,503,500. This has been accounted for as a capital 
gain through the Proprietor’s Equity Account. 

There were no transactions during the year affecting the collateral securities 
held by the Securities Trust. | 
The Trustees present herewith the Balance Sheet of the Securities Trust 
as at 31st December, 1940. ay 


For the Trustees, 


W.C.. GLARK, 
Chairman. 


Mr. Chairman, the next two pages deal with the balance sheet and so forth. 
Do you want me to read that? 


Mr. JAckMan: Take it as read. 
The CuarrMan: All right. 
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The CuatrMAN: Do you want to consider it? 


Mr. JACKMAN: You will have to excuse my ignorance on these matters but 
I should like to know what the Canadian National Trust is. What is the 
purpose of the formation and what function does it perform? 


Mr. Cooper: With regard to the Securities Trust, may I read a note which 
I have here? This question was asked last year and I made an effort to explain. 


Mr. JAckKMAN: I came in at the middle of the committee last year. 


Mr. Coorer: I thought perhaps if I prepared a memorandum it would be 
more explanatory than any extemporaneous remarks I could make. 

The Securities Trust is a corporation created under section 12 of the Canadian 
National Railways Capital Revision Act, 1937. Its outstanding capital stock 
consisting of five million shares of no par value was all issued to the Minister 
of Finance to be held on behalf of His Majesty. The trustees are the Deputy 
Minister of Finance, the Deputy Minister of Justice, the Deputy Minister of 
Transport, the president of the Canadian National Railways, and the vice- 
president of finance, Canadian National Railways. 

The trusteeship was arranged to take over from the dominion government 
the obligations of the various railway companies (the Grand Trunk, Canadian 
Northern, Grand Trunk Pacific) forming the Canadian National Railway 
system for loans, advances and accrued interest made by the government to 
the railway companies mentioned. That is, the railway companies are now 
obligated to the Securities Trust in the same way and to the same extent as 
they previously were obligated to the government. 

The purpose of this arrangement was to permit the elimination from the 
railway balance sheet of liabilities to the government for amounts advanced 
for deficits and accrued interest but at the same time to continue such liabilities 
on an inter-system basis in favour of the trust as against the railway companies 
in order not to improve the position of certain securities which ranked pari- 
passu with or junior to the government’s claims. The removal of such liabilities 
from the railway balance sheet was a sound proceeding in itself but it had the 
highly desirable effect of eliminating a serious duplication of liabilities when 
those of the railway system were added to the public debt of Canada. 

Such loans from the government as had been used for capital expenditures 
or debt redemption amounting to some $270 millions were capitalized through 
the medium of the capital stock of the Securities Trust and continued in the 
railway balance sheet as part of the “Proprietor’s equity account” which is 
equivalent to the share capital account. Capital gains or losses by the railway 
subsequent to the initial determination of value of the capital shares of the 
trust are excluded from the annual deficit of the railway (met by an appropria- 
tion of parliament) and are dealt with as increasing or reducing the value of 
the shares in the balance sheets of the railway and of the trust. 

Mr. JAcKMAN: It is a financial clearing account between the government 
and the railway system. 


Mr. Coopgr: Yes, we interjected this trusteeship, the trustee being a cor- 
poration comprised in the national system, so that the liabilities of the consti- 
tuent corporations should be to a system corporation rather than to the 
government itself without relieving the debtor corporations of their liability. 

Mr. JAckMAN: The Canadian National Railways Securities Trust does not 
appear on the balance sheet. 

Mr. Coorer: The share capital of the trust is included in the capital 
liabilities of the system. 

Mr. Jackman: Yes, I see it. 


Mr. Cooper: Under the heading of “Proprietor’s equity account”, the second | 


item in that group. 


aie — 
’ ee ey; 
> 2 i a te 
ee 


RAILWAYS AND SHIPPING 147 


Mr. JACKMAN: Yes, I see it. 

Mr. Coorrr: It represents the five million shares. 

Mr. JACKMAN: Yes. 

Mr. Coopsr: As the railway makes gains or losses on capital account as 
distinct from operating losses the value of the shares of the trust increases or 
diminishes and we make the correction accordingly. The committee if I may 
say so, has already approved of the railway balance sheet and of the items 
which brought about the change in the value of the shares during the year. All 
you do when you look at the balance sheet of the trust is to see the other side of 
the picture; there is not any difference. 


Mr. JAcKMAN: I shall have to study it some time. 
The CuarrMan: Is there any discussion of this report? 
Mr. Hanson: I move that the report be adopted. 


The CHatrMAN: It is moved that the annual report of the Canadian 
National Railways Securities Trust be adopted. 


(Carried. ) 


There is hardly time now to start on a new report, so if it is the wish of the 
committee we will meet to-morrow afternoon at 3.30. 


The committee adjourned to meet Thursday, May 22, at 3.30 p.m. 
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At 6 o’clock p.m., on motion of Mr. Donnelly, the Committee adjourned to 
meet again at 8.30 o’clock p.m., this day. 


8 The Committee met in camera at 8.30 o’clock p.m., the Chairman, Mr. J. P. 
Howden, presiding. 


Members present: Messrs. Donnelly, Hanson (Skeena), Howden, Jackman, 
McCulloch, Maybank, Nicholson, Pouliot, Sanderson, Sissons. 


The Committee discussed the question of the Report to the House in the 
light of the evidence adduced in the course of the previous sittings. 


On motion of Mr. Hanson (Skeena), it was unanimously agreed that the 
Chairman be empowered to appoint a subcommittee of five members including 
himself and that such subcommittee be charged with the work of drafting a 


Report to the House and submit same to the Committee for consideration and 
adoption. 


A vote of thanks to the Chairman was proposed by Mr. Pouliot. 


At 9.10 o’clock p.m., the Committee adjourned to meet again at the call 
of the Chair. 


ANTOINE CHASSE, 
Clerk of the Committee. 


MINUTES OF PROCEEDINGS 


Tuurspay, May 22, 1941. 


The Standing Committee on Railways and Shipping owned, operated and 
controlled by the Government, met this day at 3.30 p.m., Mr. qi Howden, 
the Chairman, presiding. 


Members present: Messrs. Donnelly, Emmerson, Gray, Hanson (Skeena), 
Harris (Danforth), Hazen, Howden, Jackman, McCulloch, Maybank, Pouliot, 
Ross (Middlesex East), Sanderson, Sissons. 


In attendance: Mr. S. J. Hungerfard, President and the following General 
Officers of the Canadian National Railways System: Mr. R. C. Vaughan, Vice- 
President; Mr. Allistair Fraser, Vice-President in charge of Traffic; Mr. T. H. 
Cooper, Comptroller; Mr. W. M. Armstrong, Assistant Chief of Research and 
* Development; Mr. W.S. Thompson, Director of Publicity. Mr. O. A. Matthews, 
Leeeuins A. Touche & Co., Auditors of the Canadian National Railways 

ystem 


The Committee proceeded to the study of the Auditors’ Report by George 
A. Touche & Co., Auditors of the accounts of the Canadian National Railways 
System for the year ended 31st December, 1940. 


Mr. O. A. Matthews was requested by the Chairman to present the report 
and during the discussion which followed the witness was assisted by Mr. 
T. H. Cooper, the Comptroller. 


(At 4.10 o’clock p.m., the ae was suspended in order to allow the 
members to attend in the House for a Division. At 4.35 o’clock p.m., the 
proceedings were resumed.) 


On motion of Mr. McCulloch, it was agreed to adopt the report of the 
Auditors. 


The Committee afterwards took into consideration the 1941 Budget of the 
Canadian National Railways and Canadian National Steamships. 


Mr. Hungerford requested Mr. Armstrong to read the various items of the 
Budget, the former replying to a number of questions relating thereto. 


Concurrently, the following items of the Estimates for 1941-42 were con- 
sidered by the Committee:— 


Vote 403—Maritime Freight Rates Act—Canadian National 


Railways, Eastern Lines.. .. . . . $3,850,000 00 
Vote 404—Maritime Freight Rates Act—Railways other, Han 

Canadian National Railways... .. . . .. 900,000 00 
Vote 417—Prince Edward Island Car Ferny, ae eae 

Deficit 1941. a . .. 400,000 00 


On motion of Mr. McCulloch, it was en to naa the & pre) and the 
three Items of-the Estimates 1941- 42. 


The Chairman expressed his thanks to each and all of the officials attending 
before the Committee for their kind and courteous answers to the many enquiries 
from the members. 
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House or Commons, Room 277, 
May 22, 1941. 


The Standing Committee on Railways and Shipping met at 3.30 p.m. The 
Chairman, Mr. J. P. Howden, presided. 


The Cuamman: Order, gentlemen, we still have to consider the auditor’s 
report on the budget. It is thought to be a good plan. to go ahead with the 
auditor’s report now and I think we might call on Mr. Matthews to read his 
report. 


Mr. O. A. Marruews (George A. Touche & Co., Chartered Accountants). 


18th March, 1941. 
The Honourable The Minister of Transport, 
Ottawa, Canada. 


Sir,—Acting under authority of Sections 13 and 15 of The Canadian 
National-Canadian Pacific Act, 1936, and Chapter 4, 1940, “An Act respecting 
the appointment of Auditors for National Railways,” we have audited the 
accounts. of the Canadian National Railway System for the year ended the 
31st December, 1940, and in accordance with the aforementioned authorities 
we now submit, through you, our report to Parliament. 


The following financial statements of the National System are attached 
hereto :— 


Exhibit I —-Consolidated Balance Sheet at the 31st December, 1940—together 
with Audit Certificate. 

Exhibit II —Dominion Government—Proprietor’s Equity at the 31st Decem- 
ber, 1940. 

Exhibit I1]—Consolidated Profit and Loss Account—Year 1940. 

Exhibit IV—Consolidated Income Account—Year 1940. 

Exhibit V —Investments in Affiliated Companies at the 31st December, 1940. 

Exhibit VI—Major Contingent Liabilities, including Pension Plans, at the 
31st December, 1940. 


Consolidated Balance Sheet 

Investments in Properties and Equipment appearing in the books of the 
companies as at the lst January, 1923, were accepted by us. As against the 
corporate property investments brought into the National System accounts in 
1923, there have been applied the reductions as authorized by The Canadian 
National Railways Capital Revision Act, 1937. Since the Ist January, 1923, 
the property additions and betterments less retirements have been shown at 
cost. The property additions from that date include construction expenditures 
on certain Branch Lines, the completion of which has been suspended for some 
years. 
Investments in Affiliated Companies, as set out in Exhibit V, are represented 
in the main, apart from the Trans-Canada Air Lines, by a 50 per cent or less 
capital stock ownership. The basis of the Balance Sheet figure is cost, or in 
certain instances special valuations approved by the Interstate Commerce 
- Commission some years ago. There are two principal factors for consideration 
in this type of investment by the railroad industry generally, viz:-— 


150 STANDING COMMITTEE 


(1) The extent of traffic benefits derived by parent companies as a direct 
result of their investments, and 

(2) The fact that the affiliates have utilized the proceeds from the sale 
of their securities largely for investment in transportation properties 
and equipment. It is obvious therefore, that the future valuation 
trend affecting Investments in Affiliated Companies will be dependent, 
basically, upon the future economic value of the properties and equip- 
ment of the railroad industry generally. 


The Self-Insurance Reserve, in respect mainly of fire risks, is invested 
principally in the securities of Dominion, Provincial and Municipal Govern- 
ments, together with securities of companies within the National System. 

The accounts of the System are stated in Canadian currency. Sterling 
and United States currencies have been converted at the par of exchange with 
the exception of the portion of the Grand Trunk Railway Company of Canada 
4 per cent Perpetual Consolidated Debenture Stock which remained subject to 
United Kingdom Vesting Order as at the 31st December, 1940. 

A summary of Dominion Government—Proprietor’s Equity at the 31st 
December, 1940, is set forth on the Balance Sheet and the transactions during 
the year 1940 affecting Proprietor’s Equity are detailed in Exhibit II. 

Major Contingent Liabilities, including Pension Plans, are dealt with in 
Exhibit VI. In respect of Pension Plans, we would make reference to the fact 
that reserves are not set up in the Balance Sheet against pensions presently 
being paid or conditionally accruing under the 1935 Contractual Plan and prior 
Non-Contractual Plans. Actual pension payments made at the expense of the 
railway are charged currently to Operating Expenses. In respect of the Pension 
Contracts already issued and in force under the 1935 Contractual Plan the 
railway has made a tentative estimate, which has been accepted by us, showing 
a capital amount approximating $15,450,000. This capital estimate does not 
cover the pensions conditionally accruing under the 1935 Contractual Plan 
because their future payment is contingent upon the general trend of future 
railroad employment. 


Consolidated Profit and Loss Account 


The Cash Deficit contributed by the Government for the year 1940, as 
shown in Exhibit III, is after making provision for the following:— 


(a) Interest on Funded Debt held by the Public; 

(b) Interest on Current Loans from the Government; 

(c) Amortization of Discount on Funded Debt; 

(d) Depreciation on Rolling Stock, and 

(e) a Property Retirements apart from those charged to Proprietor’s 
quity. 


The amounts included in the Cash Deficit in respect of Amortization, 
Depreciation and Fixed Property Retirements are to be applied in reduction 
of the Capital Expenditure cash requirements from the Government for the 
year 1940. 

From the 1st January, 1940, Depreciation Accounting has been applied to 
rolling stock owned by all Lines of the System and Retirement Accounting to 
fixed properties. Prior to that date Depreciation Accounting was applied to 
rolling stock owned by United States Lines and Retirement Accounting, on 
the basis of original cost, to other units of property on the System. 

We would again recommend the establishment at an early date of uniform 
accounting regulations, of a mandatory character, applicable to all Canadian 
railways under the statutory authority of the Dominion. 

In respect of current maintenance policy we have received certificates 
from the President to the effect that the Properties and Equipment of the 
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National System have been maintained in a proper state of repair and in 
an efficient operating condition during the year 1940. 


Capital Revision Act 1937 

The accounts of the National System comply with the provisions of The 
Canadian National Railways Capital Revision Act, 1937. 

The Canadian National Railways Securities Trust, under authority of 
Section 22 of the Capital Revision Act, has been treated as a constituent 
unit of the National System at the 3lst December, 1940. There is, however, 
a provision in Section 23 of the Act requiring presentation to Parliament of 
a Trustees’ Report and a separate Balance Sheet for the Securities Trust. The 
Trustees’ Report sets forth in a summary manner the transactions of the 
Securities Trust during the year 1940. Our audit certificate is appended to 
the separate Balance Sheet. 


General Scope of Audit 


The general scope of the test audit which we have made of the National 
System for the year 1940 may be outlined briefly as follows:— 


(a) Examination of major expenditure authorities which were based mainly 
upon recorded Resolutions of the Directors. These major expenditure 
authorities in turn have been established mainly by Corporate By-laws 
of the Canadian National Railway Company, Statutory and Financing 
Acts of Parliament and Orders in Council; 

(b) Audit tests in the offices of Regions, Separately Operated Properties 
and System Headquarters, covering a cross section of the major expendi- 
tures so authorized; 

(c) Examination into the adequacy of the internal audit control in general 
by the accounting staff of the System. In this connection we work 
‘n collaboration with the executive accounting officers at Headquarters 
having as a common objective the securing of maximum internal pro- 
tection to the System in the control of Cash Receipts and Expendi- 
tures, Securities Held, Material Stores, Accounts Receivable etc. There 
is the further objective of bringing about, in due course, a simpler 
corporate set-up within the System as one of the purposes of the 
Capital Revision Act, and 

(d) Audit and certification of the Consolidated Balance Sheet, Income and 
Profit and Loss Accounts for presentation to Parliament, which body 
is thus placed in possession of facts upon which conclusions can be 
reached as to the stewardship of the duly appointed administrators 
of the System. 


The audit covered the various Balance Sheet accounting units with Income 
and Profits and Loss Accounts originating in the Revenue Offices, Regions, 
Separately Operated Properties and System Headquarters applicable to some 
96 companies comprising the National System as an operating entity. 

The principal points at which our audit work was carried out were:— 

In Canada—Halifax, Moncton, Montreal, Ottawa, Toronto, Winnipeg and 
Vancouver. 

In US.A—St. Albans, Cleveland, Detroit, Chicago and Duluth. 

In England—London. ! 

In addition, audit tests were made at other points according to special 
conditions and requirements. 


A copy of our Memorandum to the Board of Directors dealing with inactive 
properties and other internal matters will be despatched to the Minister of 
Transport in due course. 
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We report to Parliament that the National System accounts have been 
maintained, during the year 1940, in an efficient manner and in general accord- 
ance with the present rules and regulations prescribed for steam railroads in 
Canada and those of the Interstate Commerce Commission for lines operated 
in the United States. 


Trans-Canada Air Lines 


The Trans-Canada Air Lines have not been included as a constituent unit 
of the National System although 100 per cent stock Ownership of the Air 
Lines is vested in the Canadian National Railway Company. A separate 
Balance Sheet and Income Account have been certified by us at the 31st. 
December 1940. 
The surplus for the year 1940, as shown by the Income Account of the 
Air Lines, is after making provision for:— 
(a) Interest at 5 per cent on the capital investment in accordance with the 
Trans-Canada Contract, and 

(6) Depreciation on capital assets at similar rates to those used by other 
major air line companies in North America, in accordance with the © 
Trans-Canada Contract. 


Canadian National (West Indies) Steamships, Limited 


The accounts of the Canadian National (West Indies) Steamships, Limited, 
and subsidiary companies are not consolidated with those of the National 
System, the 100 per cent stock ownership of the parent company being vested 
in the Dominion. <A Separate Consolidated Balance Sheet together with 
Consolidated Income and Profit and Loss Accounts have been certified by us 
at the 3lst December, 1940. 

The Self-Insurance Reserve, in respect of fire and marine risks, is invested 
principally in the securities of Dominion, Provincial and Municipal Governments. 

The Deficit for the year 1940, as shown in the Consolidated Income Account 
of the Steamships, is after making provision for:— 

(a) Interest on Funded Debt held by the Public; 

(6) Interest on Loans from the Government, and 

(c) Depreciation at 3 per cent on the capital value of vessels. This rate, 

which has been in effect since the inception of the companies, is based 
_ upon an anticipated 25 year life and 25 per cent salvage value. 


In respect of both the Trans-Canada Air Lines and the Canadian National 
(West Indies) Steamships, Limited, the test audit which we have made for the 
year 1940 is similar in scope to that of the National System and may be outlined 
briefly as follows:— | 

(a) Examination of major expenditure authorities embracing mainly the 
recorded Resolutions of the Directors, Corporate By-Laws, Statutory 
and Financing Acts of Parliament and Orders in Council; 

(6) Audit tests covering a cross section of the major expenditures so 
authorized ; 

(c) Examination into the adequacy of the internal audit control in general 
by the accounting staffs of the companies covering Cash Receipts and 
Expenditures, Securities Held, Material Stores, Accounts Receivable 
ete., and 

(d) Audit and certification of the Balance Sheets, Income and Profit and 
Loss Accounts for presentation to Parliament. 


Yours faithfully, 
GEORGE A. TOUCHE & CO. 


pe 
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The Cuatrman: Is there any discussion on the report so far? If there is no 
discussion we will proceed. 

Mr. Matruews: The statements attached are in fact confirmation of similar 
statements in the annual’ report of the Canadian National Railways. Our 
purpose in attaching these to our reports is mainly to confirm the figures which 
you have in your hand through the medium of the reports of the railway company 
itself. 

The CHatrMAN: In other words, we have been over all this before. 

Mr. Marruews: Yes, and our certificates appear on the bottom of the 
accounts of the railways’ report. 

The CuarrmMan: Well, I think perhaps we will give the members a few 
moments to see if they want to discuss it. 

Mr. Hanson: I see here that the auditors recommend the establishment at an 
early date of uniform accounting regulations, and that it be mandatory. 

The Cuarrman: Mr. Matthews made a statement on that yesterday. 

Mr. Hanson: Has that been considered by the directors? Has the recom- 
mendation of the auditors been considered by the directors? 

The CuairMAN: Jot it down and try to get it in the report. Do you want 
Mr. Matthews to deal with it any further? 

Mr. Huncerrorp: Mr. Hanson, it is not a matter for us to deal with; it is a 
matter for the government to deal with and not the individual railways. 

Mr. Hanson: I think it would be better if that were done. If that were done 
the members of the committee could compare the expenses and cost of the two 
systems much easier. I tried to get some information yesterday and could not 
get it because of the difference in the accounting systems of the two railways. 

Mr. JacKMAN: Mr. Chairman, I wonder why there is a difference in the 
method of setting up the insurance on the T.C.A. as compared with the C.N.R. 
and the Canadian National (West Indies) Steamships Limited. In other words, 
in the T.C.A. there is no fund as a contra item against the liability. It is merely 


allowed as a general payment against the assets of the T.C.A. 


Mr. Matruews: It is a matter of corporate policy. 

Mr. JAcKMAN: [If it is right in one case it is probably right in another case. 

Mr. Marruews: Not necessarily. It is a matter of policy. One company 
may choose to leave its reserves invested in current assets of free cash and 
materials. That is a matter of corporate policy. Some other company may 
choose to set it aside as a specific fund. I do not think there is any right or wrong 
about it, Mr. Jackman, or that the inclusion or the exclusion in one company or 
the other sets a proper precedent. 

Mr. JacKMAN: In the case of T.C.A. there is sufficient cash, extra cash, 
from working capital to set up a fund probably at the present time. If you prefer 
to make the account uniform by adopting the T.C.A. policy then you would not 
invest further and you would perhaps dispose of the securities which are now 
in the insurance fund of the railway and in the Canadian National (West Indies) 
Steamships. If you did that you would save some of this 5 per cent interest you 
are paying on current loan to the dominion. 

Mr. Marruews: Mr. Jackman, the T.C.A. may be viewed perhaps just a 
little different from the others in that like all other enterprises in their early years 
they naturally will preserve their working capital as far as possible until their 
position is firmly established, but from our viewpoint as auditors we really have 
nothing to say on the matter. We present to you the facts. The facts indicate 
there is no fund set aside, and it then becomes a matter of corporate policy. 

Mr. JAcKMAN: Perhaps I should address the question to the president. Why 
the inconsistency of policy? What is the principle that differentiates the method 
of treatment of the insurance reserve in the three companies? 
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Mr. Coopmr: I think, Mr. Jackman, in the case of the T.C.A. your assumption 
that there is sufficient working capital apart from the depreciation fund is not 
correct. If we did not utilize the depreciation fund for the purpose of extending 
the investment property and equipment we would have to issue additional capital 
stock on which the company would have to pay 5 per cent, 


Mr. JAcKMAN: But in the T.C.A. you have $503,000 in cash and your total 
net working capital is close to $1,000,000. It seems to me you have a little surplus 
there. 

Mr. Cooper: Take the depreciation reserve. It is $1,332,000. Out of that 
there is only $500,000 of current cash which is just about a minimum that the 
company can operate on. The policy of the directors of the Trans-Canada Air 
Lines is to use the depreciation fund for capital purposes with the idea of reducing 
the amount of capital stock which it is necessary to issue, all with the object of 
reducing the interest charges which Trans-Canada will have to pay should 
additional capital stock be issued. - 

Mr. JACKMAN: The equipment seems in pretty good shape. Possibly you are 
depreciating faster here than is required. Even the necessity of using some of this 
cash as a draw down from depreciation reserves to replace capital asset in the 
future does not necessarily dictate what you should do about the insurance fund, 
whether you should set up as a fund on the asset side or simply as a claim against 
the general assets of the company. If it is sound in one case it would seem to 
me to be sound in the other, particularly when they are all under the same 
administration. However, I will not press the point further. 

Mr. Harris: Probably Mr. Cooper will recall that some ten years ago this 
committee through some of the members complained that the present set-up of 
the Canadian National Railways lines did not set up in our opinion proper 
depreciation charges, but rather used the system of retiring certain equipment 
and writing it off, buying new equipment and writing it in at its full cost and 
maintaining that cost throughout. With the advent of Trans-Canada Air 
Lines they found themselves in the happy position of not being subsidized by 
the Post Office Department but receiving very substantial revenues for the 
carrying of mail by the Post Office Department, which helps out not only the 
possibility of their reducing the necessity of more capital investment but works 
out their working capital position from day to day and month to month as 
they go along, and they are able to set up very substantial depreciation charges 
against their equipment which I think, Mr. Chairman,—and J think Mr. 
Cooper will agree with me—is a departure, in my opinion, from the unsound 
practice of the Canadian National Railways in days gone by of not setting up 
depreciation charges on equipment. 


In the report of the auditors I find this suggestion: From the 
Ist of January, 1940, depreciation accounting has been applied to rolling 
stock owned by all lines of the system and retirement accounting to fixed 
properties. Prior to that date depreciation accounting was applied to 
rolling stock owned by United States lines and retirement accounting, 
on the basis of original cost, to other units of property on the system. 

We would again recommend the establishment at an early date of 
uniform accounting regulations, of a mandatory character, applicable to 
all Canadian railways under the statutory authority of the dominion. 


This, Mr. Chairman, is to my mind a matter of congratulation on the part 
of the Canadian National Railways that they see fit now to adopt into their 
accounting system the idea that depreciation charges from year to year on 
certain parts of their equipment should be charged in conformity with what 
obtains under the rules of the Interstate Commerce Commission of the United 
States and in conformity with the idea that dominated the operations of the 
privately owned road in Canada, namely, the Canadian Pacific Railway. 


& 
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Mr. Matruews: Mr. Harris, did I hear that correctly; that you are suggest- 


ing that the Canadian Pacific Railway have had depreciation accounting on 


rolling stock? 

Mr. Harris: No; they have not. 

Mr. Marruews: I just wanted to make sure. 

Mr. Harris: I say I congratulate you on the idea that you have embalmed 


® 


in this record, namely, that you are coming around to an idea which I, in all 


humility, suggested should be brought to your attention some ten years ago. 

Mr. Cooper: We have been working towards this for about ten years. It 
was rather a big change to make; we had to take a step at a time. In 1940 the 
directors decided that there was sufficient— 

Mr. Harris: I will make this observation to you: that you see to it when 
you do set this up that you do not come before this body here next year and 
ask for ten or fifteen million dollars to take care of that deficit which is in your 
balance sheet because you have a deficit due to the fact that you found it 
necessary to set up depreciation charges. 

Mr. JAcKMAN: Did I understand you to say that you were working toward 
a depreciation policy on all property? 
Mr. Cooppr: No; I said we had been working towards a depreciation 


‘policy with respect to rolling stock on the national system for the last ten years. 


Mr. JAcKMAN: Is it true that since the British railways have been taken 
over by the British government. depreciation accounting was set up particularly 
in order to calculate the amount which the government shall either reimburse 
the British railways or allow them to earn? J understand from someone that the 
British railways did set up a depreciation reserve. 

Mr. Coorer: They did, and so did the American railways. 

Mr. Maypanx: Is it true that the British government has taken over all 
the railways? 

Mr. Cooper: They certainly control them, but they have not taken over 
the ownership. It is for the period of the war. 

Mr. Maypank: It is just general control for the duration of the war. 

Mr. Cooper: I wanted, Mr. Jackman, to disabuse your mind of what I 
understood you seemed to suggest, that there is a difference in the method of 
handling depreciation funds of the Trans-Canada as compared with those of 
the railway. 

Mr. Jackman: No; the insurance fund. 

Mr. Coorrer: The insurance fund is a very small thing; it is only a matter 
of $200,000. If it ever gets to a sizeable amount the question of separate 
investment of those funds will have to be considered. For a small amount we 


would not consider it necessary to establish a separate fund. 


Mr. JAcKMAN: It is not a very big company, the T.C.A. I am not pressing 
the point at all; it is just a difference which I noticed. 

Mr. Matruews: Mr. Harris, there was just one further observation I 
would like to make with respect to the matter of the depreciation in retirements. 
Have you in mind that the difference is great between the retirement charges 
and depreciation charges, and have you in mind that the railways have ever 
drawn down in cash the amounts included in the income for equipment retire- 
ment, or that they ever would draw down for depreciation? 

Mr. Harris: Not being the witness but you being the witness, I would 
reply by saying no; that is not the point at all. I have this in mind: Since the 
inception of the set-up of this committee, Mr. Chairman, we have found that 
depreciation charges as presented to us each and every year are not in con- 
formity with, first, the rules and regulations laid down by the Interstate 
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Commerce Commission of the United States; and, secondly, that they are not 
in conformity with depreciation charges as set up by the Canadian Pacific 
Railway. They are certainly not in conformity with usual accounting practice in 
ordinary business as regards depreciation and reserves which are set up against 
equipment. The result is that you and I, Mr. Chairman, are not able to cet 
any sort of comparative picture in our minds as to how the railway is progressing. 

If we could get a system accounting similar to that which applies to the 
Interstate Commerce Commission or similar to that which applies to the usual - 
accounting practice in an ordinary business, you and I, Mr. Chairman, could 
sit here and probably give more intelligent thought to the statements that are 
presented to us. That is all that is running through my mind. This move 
appears in that direction, and I look forward to it being a starting point. 

Mr. JAckKMAN: How much were the capital retirements last year in the 
OSNUR? 

Mr. Cooper: About eight million dollars. 

Mr. JACKMAN: $8,000,000,000? 


Mr. Cooper: Yes. There was an increase in the depreciation reserves of 
$2,000,000. That means that the amount set aside exceeded the charges by 
that much. 

Mr. JAcKMAN: That is all in rolling stock? 

Mr. Cooper: Yes. 

Mr. JAckMAN: I mean on the whole system. 

Mr. Cooper: There is no one who can answer that question. 


Mr. JacKMAN: I am trying to find out, although I am not very hopeful 
of being able to get the answer, whether or not, in view of the fact that we do 
not adopt any depreciation policy in connection with railways, which on the 
capital account of $1 billion $980 millon, 1 per cent depreciation alone per 
annum would be $90,800,000—a very substantial item—if we had depreciation 
at 5 per cent it would obviously run into very considerable figures. Now, in 
lieu of setting up an account such as that we adopt in this company the policy 
of maintenance and capital retirements, writing off the capital value of any 
piece of equipment that passes out of service. 

Mr. Coorrr: No, sir— 


Mr. Jackman: There are two methods of looking after the wastage in capital 
account; one is by the ordinary depreciation accounting method and the second 
is by capital retirement method; and the third point is that on equipment we are 
now adopting, shall I call it, the value depreciation policy. 

Mr. Cooprr: Yes. 


Mr. JAcKMAN: I pointed out how much the depreciation would be even 
at 1 per cent on the assets of the property, 1 per cent on $1 billion $980 million. 
Now, can you tell me briefly whether or not a commensurate item is being 
charged to the company by way of maintenance? We have two accounts for 
maintenance: ways and structures; and equipment expenses. On the first one 
$40 million was spent last year and on the second one $48 million odd was 
spent which would give us $88 million. Then we have a few million set aside 
for depreciation on rolling stock. 

Then I also asked the question a little while ago as to what the total of 
capital retirements during the year were. I am trying to find out whether 
the aggregate of those accounts come to anything like a comparable figure with, 
let us say,+a 3 per cent depreciation rate or whatever rate might be adjudged 
proper if you did follow a depreciation policy in connection with railway 
accounting which policy was designed to replace the wastage of capital assets. 
Do I make that reasonably clear? 


RAILWAYS AND SHIPPING 157 


Mr. Cooprr: Yes. I understand your question. I think the answer was 
given in the report of the directors itself. They make the statement that the 
railway and its equipment have been adequately maintained. That is the 


-.. statement of the directors to the government; and in the report of the auditors 


which Mr. Matthews just read they make the statement that in respect of 
current maintenance policy “we have received certificates from the president 
to the effect that the properties and equipment of the national system have been 
maintained in a proper state of repair and is in an efficient operating condition.” 
Now, if we are maintaining our property—that is if we are renewng it 
adequately—it seems to me that we are adequately taking care of any depre- 
ciation which may be presumed to have taken place. 

Mr. JAcKMAN: There can be no question about the relative operating 
efficiency of the railway. 

Mr. Coorser: This is not the operating efficiency; it is the physical condition, 

Mr. JACKMAN: You cannot operate efficiently until you have a fairly good 
physical state appertaining. 

Mr. Coorer: The statement I am making here is that the physical condition 
of the property has been adequately maintained. 


Mr. JAcKMAN: Well, you see, like a human being—we maintain ourselves 
well up to death—the analogy is not quite perfect with an industrial company 
we are able to carry on our detailed duties efficiently and with no diminution in 
we are able to carry on our deailed duties efficiently and with no diminution in 
results. But the whole conception of the railroad industry, I should think, must 
have changed in the last thirty or forty years, perhaps the last two decades. Once 
upon a time, I suppose, railways were looked upon as performing a service for 
which there would always be a great demand. The competition of other forms 
of transportation was not then foreseen; it certainly was not then in existence. 
Now, you have alternative means of transportation. You have the airways as 
a new development in the last few years. So that no longer—it may be a matter 
of opinion, in my view anyway—can you say that if you simply maintain the 
physical condition of a railway you have maintained the value of those capital 
assets? 

Mr. Marruews: Mr. Jackman, you are dealing with the matter of deprecia- 
tion—of two elements of depreciation— 


Mr. JacKkmMAN: I did not deal with obsolescence. 


Mr. Matrruews:—in regard to fixed properties. The Inter-State Commerce 
Commission about twelve years ago, or maybe some little time before that, 
established the order 15,100 that was a model of theoretical perfection along 
the lines you are now speaking. In fact, it was so perfect, they thought, that 
they made it mandatory on all the railroads of the United States—depreciation 
for fixed properties. But before they got to the point where it was possible 
of application in view of all of the practical problems involved, they entirely 
rescinded the order although they spent years on that study. Now, that matter 
of obsolescence of which you speak is one of the realities undoubtedly in the 
railroad industry, and anyone who does not give cognizance is closing his eyes 
to the realities of our time. But, on the other hand, to suggest that by some 
magical means of depreciation that kind of thing could be provided for is to 
attempt something that the Inter-State Commerce Commission studied for 
years and abandoned. And the position of the American railroads to-day in 
regard to those fixed properties is identical with that of the Canadian National 
Railways; and I think, as we ourselves have pointed out in report from year 
to year, the question of obsolescence is admitted to be something that the owners 
of all railroads must bear in mind as a contingency. But what appeared to 
be a contingency two or three years ago, that very fact to-day is a national 
asset, and I do not know when you are going to level that out. There is no 
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such thing in the railroad industry to-day as obsolescence; to-morrow with the 
war over that is another day. 

During the period of 1920-30 there was not any obsolescence in the rail- 
road industry, but following upon the collapse of railroad revenues in 1929 and 
1930 you had this spectacle in the United States, of railroads having had de- 
preciation accounting for long years in regard to equipment and having still 
in addition to all of them to write off many hundreds of millions of dollars of 
capital loss arising out of a straight decline in revenue from 100 cents to 50 
cents; but the railroad industry simply had to take that loss. Take the United 
States Steel Corporation: if you make a study of their capital position in the 
last ten years you will find this identical situation; and it seems to me that 
we are living in days where we have to acknowledge that as a fact; but to 
suggest that for the Canadian National Railways, in the light of all the facts 
that are at hand, in regard to the suggestion made by the Inter-State Commerce 
Commission and the experience of industry generally in the ten years following 
1929 is to suggest something that is not possible of accomplishment, because 
many industries have had a very liberal basis of depreciation but they still have 
had to suffer tremendous capital losses. 

Mr. JAckMAN: Yes, I quite agree that depreciation and obsolescence— par- 
ticularly the latter item—may be an arbitrary matter—a certain fixation of 
it is—but nevertheless I think you did say that we could not shut our eyes 
to the fact that the railroad industry was an industry which suffered rather 
substantially from obsolescence, and while I should not expect you to determine 
that actuarily, nevertheless we cannot shut our eyes to the fact that this two 
billion dollar assets which we have is, over the longer term, facing a considerable 
obsolescence which obsolescene should in the best judgment of the board of 
directors of the Canadian National be offset by yearly appropriation from profits, 
if you have them or if there were no profits, to losses, by an increase in the annual 
losses so that the people of Canada know that this item of two billion dollars 
which represents the capital cost on the books is not a true or actual item but one 
which is suffering from this disease of absolescence and is being constantly 
reduced, perhaps not as fast as we would like to see it, but nevertheless we are 
making some gesture toward getting accuracy and truth in our. statement. 

The CHAatrMAN: Gentlemen, I do not believe that we should unduly pursue 
any definite point. We are not really here to debate. We have made good 
headway, that is true, but having followed some point as far as possible and 
having made ourselves clear I think we should leave it to the report of the 
committee to deal with it thereafter. 

Mr. McCuuitocu: I move the adoption of the report. 

Mr. JAacKMAN: May I finish? 

The CHAIRMAN: Yes. 

Mr. JAckMAN: As for myself, naturally I have to accept the ruling of the 
chair, but I do so chiefly because I doubt very much will develop from it 
although I still wish to go on record with the statement that what I have claimed 
has not in my opinion been changed or negatived. 


The CHAIRMAN: Your record is here. 


Mr. Cooper: To make it quite clear, Mr. Chairman, may I have on the 
record that I disagree with Mr. Jackman? 


The CuarrMan: All right, gentlemen. , 


Mr. Ross: I should like to ask something in connection with the auditing 
company. When did this company perform its first audit, Mr. Matthews? 


Mr. Matruews: The year of amalgamation, 1923. 
Mr. Ross: You have not audited the books continuously since then? 
Mr. MatrueEws: Except the year 1935. 
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Mr. Ross: Only one year? 
Mr. MarrHews: Yes. 
Mr. Ross: Is the cost laid out in the report any place? 
Mr. Marruews: No. The auditors are appointed annually by parliament 
and the fees of the auditors are fixed by Order in Council. 
Mr. Ross: In the Auditor General’s report, I presume? 
Mr. Matruews: No, it is paid by the Canadian National Railways. 
Mr. Ross: It is not in the report? 
Mr. Matruews: As a separate item? 
Mr. Ross: Yes. 
Mr. Marruews: No. 
Mr. Ross: Could we have the cost of your report? 
Mr. Maypank: I thought it was paid out of the consolidated revenue fund. 
Mr. Marruews: No; the Canadian National-Canadian Pacific Act provided 
that the auditors whomever they are would be appointed by parliament annually 


and that the fees of the auditors would be fixed by Order in Council and paid by 
the Canadian National Railways. 


Mr. Ross: They are fixed? 

Mr. MatrrHews: Fixed by Order in Council. 

Mr. Ross: That is, from 1923 they have not changed? 

Mr. Marruews: In 1923 the situation was that the auditors did not report 
directly to parliament. The auditors did not report directly to parliament until 
the Canadian Pacific-Canadian National Act. Prior to that time— 

Mr. Ross: The fee has changed since 19238, then? 

Mr. Martruews: Very little. The only change since 1923 has arisen out 
of the Trans-Canada Air Lines. 

The CHAIRMAN: There is a motion to adopt the report. 

Mr. Pouxior: Just before it is adopted may I say that yesterday I saw in 
La Presse of Wednesday, May 21, there is an air mail C.P.R. service around the 
world and that the C.P.R. controls eight aviation companies. It is a B.U.P. 
despatch. I am not going to ask any questions on it but I direct its attention to 
the company for their information. 

The CHairMAN: Your statement goes on the record, Mr. Pouliot. 

Mr. Pouuior: It is just to give the company notice of the situation. 

The CuairmMaNn: It has been moved that the report be adopted. 

Mr. JAckKMAN: What was the cost of the audit in 1940? After all, it is a 
very big job. 

Mr. Marruews: It is fixed at $51,800. I think it was $50,000 a year. 

Mr. Ross: $51,800? 

Mr. Matrurws: Yes. 

Mr. JACKMAN: There is a private report in the auditors’ report with regard 


to inactive properties. What is the cost value of the inactive properties, the 
book value now? 


Mr. Marruews: Uncompleted branch lines in which construction has been 
suspended about $7,100,000, and other minor uncompleted projects $675,000 and 
miscellaneous inactive property of $1,400,000. 

The CuHairMAN: All in favour of the motion please indicate. 

Mr. Povuuior: I have a question to ask Mr. Hungerford and then I shall 
be through. Mr. Hungerford, I hold in my hand a copy of the statement that 
you made before the Senate committee and it is entitled “ Railway unification 


_ opposed by Canadian National president, 1939.’’ You still hold the same view? 
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Mr. Huncrrrorp: I do. F 

Mr. Pouuior: Thank you. 

The CHAIRMAN: Shall the motion carry? 

Motion agreed to. 

Mr. Maysanx: [| wish to make a motion. It is not necessary that it be done 
now as it deals with the report of the committee. 

The CHAiRMAN: All right. The next document for us is the budget of 1941. 

Mr. ArmstroncG: This is the budget of the Canadian National Railways and 
the Canadian National Steamships for the year 1941. 


# 


CANADIAN NATIONAL RAILWAYS 


CANADIAN NATIONAL RAILWAYS AND CANADIAN NATIONAL STEAMSHIPS BupGET FoR YEAR 1941 


SUMMARY 
Reference 
page Amount Total 
Canadian National Railways—All-Inclusive System— 
Net Income Deficit 
Canadian | National (Railways:..! seo) eee ee eee 2 Nil Nil 
Capital (Expenditures! ace. sac le slic cule) aceite ene 3 $19,692,206 
Acquisition: of Securities! (iss. b. gure tis Meee em ee ete 4 344,000 
Retirement of Maturing Capital Obligations 
Including Sinking Fund and Equipment Principal 
Paymentee eRe eos coe 20) a a ae enero 5 9,378,000 $29,414,206 
Lobal Bud eerys Pei Mey scale «tha ioc -c ow Oe See eee ee $29,414,206 


Nore.—In event of Equipment Trust being issued for the purchase of new equipment for 
the Grand Trunk Western Railroad, the total Budget Requirement of $29,414,206 will be 
reduced by approximately $4,500,000. 


Reference 
page Total 
Canadian National Steamships— 

Canadian National (West Indies) Steamships, Limited 

Net Income available towards payment of Interest on Advances by 

Government of), Camadars: svete caalak se oe, oie ae 6 $ 500,000 

Capital Expenditures 

Additions;and /Betterments: 2.525 Ue Ree el ie ae ree gine oe 6 20,000 


MONTREAL, May 1, 1941. 


CANADIAN NATIONAL RAILWAYS 
(All-inclusive system) 


BupGET FoR YEAR 1941 
Total 
Amount Requirements 
Net income deficit— 
Operating Revenues, excluding 20% Contribution, M.F.R. Act. $ 286,250,000 


ALOE) 20 GoM etre rae Gin eh ahibicn oem pith alo ghee Hae INNS BU eeecneren ait er 3,350,000 
Government Share of Operating Account, P.K.I. Car Ferry and 
LEPMingls Hew ew hint slates vip ts eee eoReemne omen Cac ceteris ei, Came 400,000 
Total Operating Revenues! (ve nse a au eek cue ee 290,000,000 
Operating \Hxpenkes sei tes 2. oo a eee eee iy Lo Tuanret ot 227,000,000 
Net Revenue from Railway Operation.................- 63,000,000 
Tames: 25s Gio ee cet SAE oO Gk ee RTE UE TTT eae 6,810,000 
Other Income Debits or Credits—Net Debit..................; 2,551,000 
Net Income Before Fixed Charges..............2000: 53,639,000 
Fixed Charges: 
Interest Due Public on Long Term Debt........... etdy ants 2 44,847,000 
Interest on Dominion Government Loans for Capital and 
Refunding... 50) OE a Ge eee me Lem nae er, Oy 6,038,000 
Other \Wixéd aCharges. U0 Oe ee ieee ge eet 2,754,000 
Total, Bixed’: Charges ii. ch. iain den ine cee ee gen 53,639,000 


Estimated Net Cash Requirement on Deficit Account... $ NIL NIL 
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Mr. Jackman: You must have worked backwards on this one, didn’t you? 
Mr. Armstrone: To some extent. 
The CHarrMAN: Page 3. 


Mr. Armsrrone: Page 3 deals with the estimated capital expenditures for 
the year 1941. 


The Cuarrman: If these items were read you could make a notation oposite 
any one that you want to discuss later on and if you do not want to discuss any 
_ of them we will be through with them and they will be in the record. 


CANADIAN NATIONAL RAILWAYS 
| Bupcet ror Year 1941—Estimatep Capita, EXPENDITURES 


General Additions and Betterments, less Retirements: 


SUDSi any in Campanas ss cular aula eh Apis er uae patie «UPL Me 444,030 
General, including additions and betterments to equipment..... 793,185 $15,691,257 


New EQUIPMENT PURCHASES: 
Canadian National Railways 

Freight Cars 
125 ore cars ‘ 
100 overhead refrigerator cars 
250 70-ton triple hopper cars 
200 52’ flat cars 
150 Hart cars 

Passenger cars 
25 air conditioned first-class coaches 

7 steel mail and baggage cars 

28 second-hand coaches 


Grand Trunk Western Railroad Company 
Locomotives 
25 locomotives 
Freight cars 
200 50’ auto cars 
100 50’ box cars 
100 flat cars 
200 gondola cars f 
Total Estimated Cost, including Sales Tax and Inspection Charges............. $13,270,206 
PACU ON GMAT OE sPOTCT LS cui liter. ais alt stmt ees aM yells lehgteh gu DUG TmMRL, Wai sliaigrglatiaen hiraig. Wilh hams 2,069,257 
AV alae nenis Deprecia Ligi ) RCSer Vie sola dian lives oll ac gk eurt anglais: oly gal Gis ena ake ate laden 7,200,000 


Total Requirement for “Capital. Expenditures)... 0s) eee ek dled $19,692,206 


Mr. Hazen: How do the expenditures in the Atlantic region and the central 
region for 1940 compare with the estimated expenditures for 1941? 

Mr. Armstrone: The actual expenditures in 1940 as compared with the 
estimated expenditures for 1941? The Atlantic region in 1940, $1,675,467. The 
budget for 1941, $3,341,533. 

For the central region the actual in 1940 was $765,442; and the budget for 
1941, $3,215,306. 

Mr. Hazen: What is a hart car. 

Mr. Armstrong: That is a ballast car. 

Mr. Hazen: For dumping? 

Mr. ARMSTRONG: Yes. 

Mr. Hazen: From whom do you buy your locomotives? 

Mr. Armstrone: The locomotives in Canada are from Montreal Locomo- 
tive Company or the Canadian Locomotive Company. 


27272—2 
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Mr. Hazen: Were all these locomotives bought in Canada? 

Mr. Armstronc: For 1941? 

Mr. Hazen: Yes. I am speaking of the new equipment of 25 locomotives. 
Mr. ArmstronG: Those are to be bought in the United States. 

Mr. Hazen: In the United States? 

Mr. Armstrone: In the United States. That is equipment for our American 


Mr. JAcKMAN: Where are you getting the second-hand coaches? 

Mr. Armstronc: They were purchased in the United States. 

Mr. Huncrerrorp: I might explain that while we are purchasing new 
locomotives for the Grand Trunk Western of a certain type to suit the require- 
ments, we are going to transfer at least an equal number of engines that now 
belong to the Grand Trunk Western to the Canadian National. All these engines 
will be of a type suitable to meet our requirements on the Canadian lines; so, 
in effect, the buying of these 25 engines for the Grand Trunk Western is to 
provide additional power in Canada. 

Mr. JAckMAN: What percentage of your rolling stock would have this new 
type of airbrake equipment. 

Mr. Huncerrorp: It is practically all equipped. 

Mr. JAcCKMAN: But there is a new type that the I.C.C. make. 

Mr. Huncerrorp: You are referring to what is known as the A.B. brake. It 
is being applied to all new equipment, but it. is being applied progressively; 
rather slowly to the older equipment. 

Mr. JAckMAN: Of the total rolling stock approximately what percentage 
would have the new A.B. equipment? 

Mr. Huncerrorp: We will have to get that for you. 

Mr. JAcKMAN: I only want a round figure. 10 per cent or 20 per cent? 

Mr. Huncrrrorp: I could not say. 

Mr. JACKMAN: You are making pretty slow progress in putting it on the new 
equipment? 

Mr. Armstrone: I would not say that; no. 

i Mr. Huncrerrorp: We can easily get that for you but we have not got it 
ere, 

Mr. Haznn: Do you have to pay duty on second-hand equipment which you 
bring in from the United States? 

Mr. Huncerrorp: There will be Canadian duty on a depreciated value. 


The Cuarrman: I thing we would make better time if we ran through these 
items and you made notations concerning items which you wished to discuss 
afterwards. However, we shall do as you prefer. 


Loeshe=. 
ba aol re 
ae eel ee ae 
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Mr. ARMSTRONG: 
CANADIAN NATIONAL RAILWAYS 
BUDGET FOR YEAR 1941—ACQUISITION OF SECURITIES 
Toronto Terminals Railway Company— 
Joint with the Canadian Pacific Railway Company 
Provision for Canadian National Railways’ Proportion of Capital 
Expenditures of the Toronto Terminals Railway Company, 
Whiehiinay, De TSQwiveda Loe Me oo wath ois) vse lalate yy eure ai $ 100,000 
Northern Alberta Railways Company— 
Joint with the Canadian Pacific Railway Company 
Provision for Canadian National Railways’ Proportion of Capital 
Expenditures of the Northern Alberta Railways Company, 
Which’ may DeiPequiIren UnsLoe bans cic. Se, Capea ares Dies 100,000 
Chicago and Western Indiana Railroad Company— 
Advance to be made to the Chicago and Western Indiana Railroad 
Company, under terms of Fourth Supplemental Indenture dated 
as of March 1, 1936, between that Company and the Bankers’ 
PTUpbs COMM ANY ALO Li SOU0WUBAM) Ciccis crestiys stave eralal cheese <1 atta eee aie ine 132,000 
Atlantic and St. Lawrence Railroad Company— 
Provision for approximate amount required to purchase 155 
currency shares of the Atlantic and St. Lawrence Railroad 
Company, which are outstanding in the hands of the Public..... 12,000 - 
AS aga Oke head Boy ote Baba Tite Sh) MIG pate nm A/a can a ON $ 344,000 
CANADIAN NATIONAL RAILWAYS 
BUDGET FOR YEAR 1941 
RETIREMENT OF MATURING CAPITAL OBLIGATIONS, SINKING FUND 
AND EQUIPMENT PRINCIPAL PAYMENTS 
Due Date 
1941 Issue Amount 
April 16th Payment under Hire-Purchase Agreement...............008% SN EL7,173 
April 18th Payment under Hire-Purchase Agreement..............000.. 991,968 
May Ist Canadian National Railway Company 44% Equipment Trust 
RIETI CB eM CLEATICALER prey. or Oise nln subewis A siatel ese alee doh 's)&: 0! 1,000,000 
May Ist Canadian National Railway Company 5% Equipment Trust 
Berries 16 NMC CrOLACHLES 7:00 h's stra Pout an Walais a ete es, 4.8) a /erere eg 8 1,200,000 
June Ist Canadian National Railway Company 44% Equipment Trust 
et T GR ar Lath COPtECRVeS c's Wels ui neet aver sig vis) aus she.c le ete W eas iace 1,050,000 
July Ist Canadian National Railway Company 2% 1927 Guaranteed 
PEDEN PUL ie LOCKE eM & ae cic cee Ceol eee whee elgls we ar ue aes 988,441 
July Ist Canadian National Railway Company 24% Equipment Trust 
wericsy. O77 |\Cerbinica bess 10 aA V owen, tatik «ek MRE olde 650,000 
July Ist Wellington, Grey and Bruce Railway Company 7% Bonds.... 5,840 
July 1st New England Elevator Company 34% Bonds................ 10,000 
August Ist Canadian National Railway Company 24% Equipment Trust 
Series 707 | Certanoates eds i.4) 0 seme Ha MER eto ee 1,430,000 
September Ist Province of New Brunswick Debentures, account of St. John 
andy Onebecutvalavayy, COMPANY (anmwoe tak eo swies esi etode « 166,000 
September 15th Canadian National Railway Company 22% Equipment Trust 
ERT et wed Bod aT AES ES Sil RCE A Dy MUO MT GE EE RR ge 500,000 
October Ist St. John and Quebec Railway Company 4% Stock........... 27,280 
December 14th Grand Trunk Western Railroad Equipment Trust, 1929...... 283,000 
December 14th Central Vermont Railway, Inc., Equipment Trust, 1929....... 124,000 
Ragen 31st Indebtedness to State of Michigan re Woodward Avenue... 428,537 
194 
January 1st Wellington, Grey and Bruce Railway Company 7% Bonds... 5,840 
Cra Ve LOCEL 72s ucla adele he tke a giat onalnk ecient 9,378,079 
(say) 9,378,000 


Note.—There has not been included in the above statement the semi-annual Sinking Fund 


Payments of $250,000 each, due July 1, 
Company 63% 


Railway 


Sinking Fund Bonds, as these amounts, 


1941, and January 1, 1942, for Canadian Northern 
in the judgment of the 


Management, will not be required owing to the improbability of our being able to use same 
in accordance with the terms of the Trust Agreement. 
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Mr. SANDERSON: What is meant by “hire-purchase agreements”? 


Mr. Armstrone: That is an arrangement that was made with the govern- 
ment in connection with the purchase of equipment. The government in the first 
instance paid for the equipment and the Canadian National pays the cost back 
in equal annual instalments. 


Mr. Maysanx: The government has a lien note on it and can take it 
away from you if it likes? 
Mr. ARMSTRONG: Yes. 


Mr. Hungerrorp: They continue to own the equipment until it is paid for. 
Mr. ARMSTRONG: 


CANADIAN NATIONAL STEAMSHIPS 


CANADIAN NatronaL (West Inpres) STeEaAmMsHiIPs, Limrrep—Bupcer ror YEAR 1941 


1941 
Estimate 
Estimated Net Income from Operation— 
Operating  Revennes nis, Wit ayn iualiged pean han) date ich eyart i ith $4,629,000 
Subsidies to be received from the West Indies Colonies, in 
conformity with Trade Agreement entered into with the 
Government of the Dominion of Canada.................00... 183,000 
Total Reveninesy iss etl. ee ee eS NCUA VK SPST Ane GN 4,812,000 
Operating wiixpensas ech il URN Nana a Me a Ga 3,790,000 
Net Operating Incomes dit iim aye mn tee CREE ea END) 1,022,000 
Interest Requirements on 5 per cent 25-Year Bonds issued in 1930, 

Principal Amount $9,400:000) sear nuay (Ree Ree tuna cn aWiaene 470,000 
Exchange ‘Premium ion Bond Interest) cs ei ilea viel eo 52,000 
Net Income Available towards Payment of Interest on Advances 

by Government ‘of! Canady). :'6 Mga UL vt aan ae a Mia 500,000 

Capital Hxpenditures— 
Additions ahd Beftermenits (fyi e7 ih ae i nmet aon le ALM Mie ee $ 20,000 


The CHatrman: Before we pass the budget, gentlemen, I have some 
items I should like you to consider for a moment. The first is item No. 403 


on page 47 of the current estimates, departmental administration, $335,070. 
Shall the item carry? 


Carried. 

Item 404 on the same page? 

Carried. 

Vote No. 417, on page 52? 

Carried. 

Shall we pass this budget? 

Mr. Jackman: You mean the budget report which we have in front of us? 
The CHAIRMAN: Yes. 


Mr. Jackman: That is an important thing: I had better give some con- 
sideration to it. 


The Cuatrman: We are through with the consideration of this portion of 
the business. 


Mr. Emmerson: There might be a few questions we would like to ask on 
the budget. 

The CuHatrMan: All right. 

Mr. Emmerson: I wanted to ask just one question in connection with the 
Prince Edward Island Car and Ferry Terminals. There is an amount of 


$27,650. Is that for the construction of the radio beacon, or is it for the main- 
tenance of the car ferry or repairs, or what is it? 
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Mr. Armstrong: That includes an amount for the erection of beacons at 
Cape Tormentine and the installation of direction finding equipment on the 
8.8. Charlottetown, 


The CuHarrman: Are there any other questions? 
Mr. Maypanx: What is this item of $121,000 for, under “Hotels.” Can you 
give us a little detail on that? 


Mr, Armsrrone: It is made up of a large number of small items, Mr. 
Maybank. 


Mr. Maypank: As far as I can see, at any rate, in our budget of the former 
year I do not see anything comparable. The only hotel expenditure I notice is 
the one for the Vancouver Hotel, 


Mr. Armstrona: There are altogether 28 items in that. 
Mr. Mayank: There are a large number of expenditures in all the different 
hotels? 3 

Mr. Armsrrone: Yes; there are eleven hotels and twenty-eight items. 


Mr. Huncrrrorp: Generally speaking, they represent some improvements at 
‘the different places. 


Mr. Maypanx: You have been making quite a few of the old type refri- 


gerator cars into the new overhead type; have you mostly all overhead 
refrigerator cars now? 


Mr. Huncerrorp: I think we only have 100 and we are proposing to get 
another 100. 


' Mr. Maysanx: But these are new? 
Mr. Huncerrorp: Yes. 
Mr. Mayzpanx: The other 100 are converted, are they not? 
Mr. Huncerrorp: No; they were built new. 
Mr. Mayspanx: You also converted some, did you not? 
Mr. Huncerrorp: No. 
Mr. Maysanx: The new scheme, referring to the overhead type, is where 
you lay the ice all across the ceiling? 
Mr. Huncerrorp: Yes. 
Mr. Maysanx: That is the meaning of it? 
Mr. Huncerrorp: Yes. 
Mr. Maypanx: The heating arrangement is different too, is it not? 
Mr. Huncrrrorp: Yes. 
Mr. Maypank: The manner in which you distribute it in the car is 
different, is it not? 
Mr. Huncerrorp: The improved heating arrangement has been applied to 
a large number of the old cars, and it is also applied to these new cars. 
Mr. Mayspank: Then there would be that much conversion to a number 
of old cars? 
Mr. Hunaprrorp: Yes. 
Mr. Maypanx: But you did not covert the old cars into the overhead 
freezer type? 
Mr. Huneerrorp: Quite right. 
The CHAIRMAN: Gentlemen, we really do not need to detain the officials of 
the railway. | 
Mr. JAckmMAN: Mr. Chairman, there are one or two questions on the budget 
~ which I should lke to ask. This is a very important part of our duties. 
The CHARMAN: All right. 
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Mr. JAckMAN: As I understand it, the system should break even on 
operating charges in the coming year and also pay interest on its debt to the 
public and on its funded and current debt to the government? 

Mr. Armstrone: That is right. 

Mr. Hunasrrorp: That is what we predict. 

Mr. JAcKMAN: That is what the budget calls for. In addition to that you 
want $29,441,000. 

Mr. Huncrrrorp: Yes. 

Mr. JAcKMAN: $19,000,000 is for capital expenditures which are set forth 


on page three. I just want to understand these book-keeping items thoroughly. 


There is thirteen million and nineteen million to go for new equipment? 

Mr. Armstronc: That is correct. 

Mr. JAcKMAN: On page 3 we have two items in red: Equipment Retire- 
ments, $2,069,257, and available from Depreciation Reserve, $7,200,000. Could 
you throw some light on those two red items? 

Mr. Cooper: They represent the amounts which will be available from the 
retirement of equipment and the amount available in the depreciation reserve. 
In other words, we are going to use the funds available in the depreciation 
reserve as far as they will go towards meeting our capital expenditures. 

Mr. JAckMAN: Those funds having been set up out of charges to pass 
operating accounts? 

Mr. Coopmr: Yes. 

Mr. Jackman: In addition to the $19 million we have a cost, the first 
item being $344,000, for acquisition of securities; that cost is entailed by pur- 
chasing certain securities? 

Mr. Coopmr: Yes. 

Mr. JAcKkMAN: It does not represent the actual securities; it represents 
the cost of acquiring them, funds or exchange. 

Mr. Cooper: Let us take one, for example, the Toronto Terminal Rail- 
way. It is expected to require $200,000 for capital expenditure and of that 
the Canadian National Railway as part owner would be required to provide 
$100,000. 

Mr. JAckMAN: That is acquiring new securities, not old ones. 

Mr. Cooper: The Toronto Terminal Railway will issue its bonds. From 
the point of view of the Canadian National Railways we are purchasing the 
bonds of the Toronto Terminal Railway and they are making a capital 
expenditure. “og 

Mr. Jackman: With regard to those amounts concerning the Toronto 
Terminal Railway they will use those amounts to purchase new equipment or 
something new; it is not to cover a deficit on their part? 

Mr. Cooper: No, for improvements to the Terminal at Toronto. The 
operating costs of the Terminal are borne by the two railways on the basis 
of use. 

Mr. JacKMAN: The $34,000 all goes to other companies for the acquisition 
of. new assets of the other companies. 

Mr. Cooper: As far as the Toronto Terminal is concerned, yes; as far as 
the Northern Alberta Railway is concerned, yes; but the item for the Chicago 
and Western Indiana is not quite in that character. I do not know whether 
you want me to explain it. 

Mr. JAcKMAN: No, it is not large. You want $9,378,000 for retiring 
maturing securities, and they are set out on the schedule on page 5, all being 
rolling stock certificates. 

Mr. Cooper: Not all, but most of them. 
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Mr. JACKMAN: Perhaps you had better explain. 

Mr. Cooper: Well, in the funded debt of the railway which appears in 
the balance sheet as $1 billion $199 million and of which details appear on 
pages 19 and 20 you see all the different securities of the national system 
which are outstanding in the hands of the public at the end of 1940. Now, 
some of those fall due for retirement during 1941. 

Mr. Jackman: These are securities already in existence in regard to which 
you are the debtor? 


Mr. Cooprr: Yes. 

Mr. Jackman: And you have not been able to set up funds to take care 
of them. In other words, they have not been charged to operations during 
the life of the equipment which would accumulate so you could meet these 
maturities which fall due in 1941. 

Why do you have to call upon the government to give you funds to pay off 
a debt which you owe on rolling stock if you have charged the wear nad tear 
on the rolling stock during the years in which it has been in use? 

Mr. Cooper: To the extent that money has been provided by charges to 
operations for the retirement of rolling stock, it has been our practice to use those 
moneys for general additions and betterments rather than for the retirement of 
capital obligations. You cannot use the money twice. If we use the sums 
which are provided by charges to operations for improvement of the property, 
then they are not available for the retirement of capital debts. 

Mr. Jackman: You do not think it should have been earmarked as you 
met the charges to operations for the specific purpose of retiring these equipment 
trusts certificates? 

Mr. Cooper: No, definitely not. 

Mr. JAcCKMAN: We discussed that the other day. This amount of money 
$9,000,000 has really been charged to current operations, but the money was used 
currently rather than accumulated to meet the maturities. 

Mr. Cooper: No, I would not quite agree with that. We purchase equip- 
ment by the issue of equipment trust certificates which mature serially over a 
period of fifteen years. I do not know whether you are suggesting in some way 
that we should take up in our operations in that fifteen-year period a sufficient 
amount to retire the certificates, because if that is your suggestion then I do 
not think we could accept it because obviously equipment lasts more than fifteen 
years. As a matter of fact, the discharge of capital obligations in point of time 
has no relation to the life of the property itself; we might issue perpetual securi- 
ties, but we would not suggest that the property acquired by the issue of such 
securities is perpetual. 

Mr. JackKMAN: The point that still sticks in my mind is that you have a 
certain amount of rolling stock against which you issue these equipment trust 
certificates, and now you come to the maturity date when you want $9,000,000 
to retire them, in part at least. I think you said that amounts had been charged 
to operations to offset that. 

Mr. Coorrr: Yes, but the amounts which have been charged to operation 
have been used for general betterment and addition; they are not earmarked and 
they are not available for the discharge of these equipment trust obligations. 
You may think that the funds should tbe earmarked, that we should take the 
sum available in the depreciation reserve and use it as far as it will go for the 
discharge of capital debt. We prefer to apply it against general additions and 
betterments. 

Mr. Armstrronc: You realize that this equipment is still in service. 

Mr. JackMAN: Yes, it makes my point all the stronger. 


Mr. Armsrrone: It has not been retired. 
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Mr. JACKMAN: JI realize it is a financial operation. 

Mr. Cooprr: I do not think there is any direct connection between the 
redemption or discharge of the capital debt and the operating account itself. 
The only effect it has may be to change the interest rate. If we change our 
capital debts from one character such as equipment trust obligations and sub- 
stitute a 20-year bond; that is purely a financial transaction and has no relation 
to operations, and it is not conditioned in any sense upon the life of the equipment. 

Mr. Jackman: But as I understand equipment trust certificates, they are 
based on the useful life. 

. Mr. Coorrr: No, I do not think so; not at all. 

Mr. Gray: I suppose Mr. Jackman and Mr. Cooper might get together and 
thresh this out in Mr. Jackman’s room and let us get on. 

Mr. Cooper: Our practice with respect to accounting in this kind of thing 
follows the accounting regulations of the Interstate Commerce Commission 
precisely. You will find every other railroad doing what we are doing. You 
will find the Canadian Pacific Railway which is often held up to us as an 
example doing what we are. There is nothing wrong with it. 

The Cuarrman: Gentlemen, I do not believe that the Canadian National 
Railway system will alter its accounting unless we get at them through the 
reports. I do not think that any amount of debate will make any change. It 
is well to have these matters explained, no doubt, but we have had quite a 
lengthy explanation and I think probably we might defer, 

Mr. Maypank: Mr. Chairman, I indicated yesterday that I wanted to 
move a resolution relative to the amount of government work the Canadian 
National Railways does. I have drafted a few paragraphs of what I would like 
to see put into the report, and I would like to do that now while the representa- 
tives of the railway are here, because should there be anything factually wrong 


they would be able to correct it. I would like to move, seconded by Mr. Hanson, 


that in the report of this committee to the house the following words should 
be included—or as Mr. Harris says “embalmed”, but I will say embodied, because 
I believe he was indulging in a witticism when he used that word:__ 


Your committee has inquired carefully into the position of the 
Canadian National Railway with reference to the amount of government 
or government-controlled business which it receives in comparison with 
the Canadian Pacific Railway, and more particularly such business of 
that kind which may be said to be a result of the war, e.g., the movement 
of the armed forces, the shipment of commodities for them and the 
movement of munitions of war, ete. 

It would appear to your committee that the railroad which is the 
property of the people of Canada obtains about 50 per cent of the total 
business of this kind; possibly a little less or a shade more. 

Your committee feels strongly that a considerably larger share of all 
such railway business should go to the National system. 

Your committee is influenced towards such a conclusion, in part by 
the fact that the Canadian mileage of the two systems is approximately 
21,790 for the C.N.R. and 16,829 for the C.P.R., and this great difference 
in miles of track would tend to show the justice of the larger share of 
government and government-controlled business going to the C.N.R. 

Again, the number of employees on the two railways would tend to 
point to the same conclusion. Canadian National Railway employees 
are about 75,000 whereas Canadian Pacific employees are about 53,000: 
the ratio of about 3 to 2. 

Moreover, considering the fixed charges of the two roads, it is seen 
that the C.N.R. has to find a much larger sum of money for interest each 
year than does the privately owned road and if the C.N.R. should fail 
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to earn enough to pay its fixed charges, the people of Canada, the owners 
of the road, have to tax themselves to make up the deficit. The ratio of 
fixed charges of the C.N.R. to the C.P.R. is as 53 to 26. This is another 
and further indication that the government should make sure that the 
national road gets the major share of all government railway business 
and government-controlled business. 

As a result of the foregoing as well as other considerations, your 
committee strongly recommends to parliament that effective steps be 
taken by the government to make certain that from this time forward 
the Canadian National Railway will obtain not less than 65 per cent of 
all railway business which is in the control of the government of Canada. 


I just wish to add to that that I do not want to be understood as making 
any attack whatsoever upon .the Canadian Pacific Railway. Personally 
I appreciate the service that it is rendering to this country and has rendered in 
the past. I have every respect for it. I think that Canada has been very well 
served by it; but it seems to me that considering all of the facts that from time 
to time we discover in relation to the railway business in Canada and with 
relation to the manner in which the C.N.R. is carrying on, I think they lead us 
inescapably to the conclusion that the people’s road—for I might call it that— 
should get the major share of the sort of business that is mentioned in these 
clauses that I desire to get into the report. 

The CHatrMAN: May I point out, gentlemen, that this is very unusual if it 
is in order. I question whether it is in order, but any motion I suppose is in 
order. It is very unusual; it makes it impossible for the officials here to comment 
on a report that is not yet submitted because I do not see how we can put it in 
the minutes of this committee. The usual practice in the past has been for the 
committee to meet in camera and discuss these things and draft a report. 

Mr. Maypank: Mr. Chairman, I believe I can restore order or a condition 
of order if we are for the moment a little out of order. As I said when I intro- 
duced this I want to do it at this time so that should there be any factual mis- 
statements the officers present could correct them. May I put it this way: I am 
giving notice that I shall move that this go into the report. 

The CHAIRMAN: That makes it all right. 


Mr. Maypank: Then I would like to ask whether there is anything factually 
wrong. I am not asking these officers to talk about the policy in regard to this. 
That is not their sphere. But I should like to ask the officers if there is anything 
factually wrong with that statement. 

Mr. Jackman: And does it include the whole truth. 

Mr. Maysanxk: My proposed proposition is to find out if there is anything 
wrong with it other than my figures. They can go as far as they like in a further 
examination of it. 

The CuarrmMan: We can accept this as a notice of motion and have the 
officials here correct you if you have been 1m error. 

Mr. Maysanx: For your convenience then I will give you what I have 
read from. 

The CuairMAN: Would it be in order for a copy of this to be left with the 
officials until we draft our report to-morrow? 

Mr. Maysanx: I submit what has been said by me here now. 

Hon. Mr. Carpin: Can not that be considered as a suggestion made instead 
of a recommendation? 

Mr. Maypanx: It may be, Mr. Cardin, when we are actually draftnig the 
report that some variation in words may be made. I am not stuck on the precise 
phraseology or anything like that. My sole purpose in doing it at this moment 
was, as I have said, to get any incorrect facts corrected. 
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Mr. Hazen: May I ask what the motion is? 

Mr. Gray: There is no motion. 

Mr. Hazen: Yes, I understand there is. 

The CuarrMan: As the matter stands Mr. Maybank contemplates moving 
that this clause be embodied in the report. But he is asking, in order to avoid 
his making any misstatement, that the officials of the road who are here correct 
any statement that he has made that is incorrect. He is not asking them to 
comment on the motion at all, and it is up to them entirely to say anything or 
nothing if they wish. 

Mr. Maypank: The question I put to Mr. Hungerford and his associates 
is: Are there any misstatements of fact there? 

Mr. Huncrrrorp: May I ask this, Mr. Maybank, that so far as your state- 
ment in respect to numbers of employees and the mileage is concerned we believe 
the figures to be correct. 

Mr. Mayzank: I noted that from Mr. Armstrong. | 
Mr. Armstrong: May I add these figures are as reported to the Dominion 
Bureau of Statistics. 

Mr. Mayspanx: There may have been a few taken on since. 

Mr. Armstrone: No; what I meant is this: The difference in methods of 
reporting may result in some variation. I do not think it would be great. 

Mr. MayBank: That is sufficient for the purpose. 

Hon. Mr. Carpin: From a practical point of view do you really think it 
would be possible to take the traffic that way, taking into consideration the 
situation of the plants along different lines? 

Mr. Armstrone: It would not be impossible, 

Hon. Mr. Carptn: Would not that entail much policing on the part of the 
government if we undertook to do that? 

Mr. Huncerrorp: It would be quite possible for the government to deter- 
mine how the business was being divided by the amount of money paid by the 
government to the two roads. 

; Mr. Armstrona: It has already been done in the case of the Department 
of National Defence in connection with the movement of troops. 

Mr. Donnetuy: Are the employees to which you referred a moment ago full 
time employees or is part time taken into consideration? 

Mr. Armstrong: The employees are counted once a month; that is, the 
average. 

Mr. Donnetiy: The average? 

Mr. Armstronec: Yes. 

The Cuamman: I think a motion to adjourn this meeting would be in 
order, but before you do that I should like to suggest that we meet to-night and 
consider the drafting of a report. Whether we all get into the drafting of the 
report or not, or whether we should appoint a sub-committee, it is up to you. 
Before the committee does adjourn or when it does adjourn I should like to 
thank all and singly the gentlemen who have so kindly and courteously answered 
all the inquiries of this committee. | 

Mr. JackMAN: Before we do rise may I say that Mr. Maybank has elicited 
an amazing array of facts. It might be well to make sure that we have all the 
facts with regard to these two systems and the amount of traffic they haul 
and their relation with the government. For instance, does the C.N.R. pay as 
much in taxes as the C.P.R. to the government? 

The Cuatrman: Gentlemen, we are all out of order. I think the whole 
business is out of order. We have finished with the consideration of this report. 
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I think Mr. Maybank’s statement is out of order, but it. is only a notice of 
motion. We are gathered together to prepare the report. If the majority of 
the members of the committee feel there is something in this situation that 
should not be considered it will be struck out entirely. 

Mr. Jackman: There are some important things in regard to it, Mr. Chair- 
man, leaving aside the question of taxation. I was rather surprised—not while 
I was sitting here yesterday but when I had time to think things over—that 
someone from the Canadian National Railways, Mr. Fraser, I think, should 
suggest that traffic was directed not necessarily by the ministers in charge of 
various departments but by those junior to him, the deputies and those under 
the deputies; and coupled with that suggestion was one from Mr. Maybank 
that one of your C.N.R. officials did not have as much of an expense account as 
perhaps certain other people who solicit the traffic. There was no charge made 
but the inferences and innuendos are obvious. T think that if there are any 
charges against any people who have the direction of government business they 
should be most definite and most explicit and they should come before this 
committee for further investigation. 

Mr. Maypanx: I think Mr. Jackman will permit me to interrupt him to 
this extent to say that I intended no imputation, no bad imputation upon any- | 
body whatsoever, either the officers of the C.P.R. or civil servants. When I 
said what I did it was half jocular, I only had in mind that very often moneys 
are supplied to persons soliciting business for the purpose of making proper 
social contacts and that sort of thing. It is done every day in every business. 
There is nothing wrong with it. It does not come in the class of bribery or 
anything like that. I certainly intended no imputation. 

The Cuarrman: A motion to adjourn would be in order. 

Mr. Donnetty: I move We adjourn. ty 

Mr. JACKMAN: Certain facts have been brought out by officials. who are 
here, but there are a number of questions which implement those asked by Mr. 
Maybank which might throw some light on the subject. If the chair does not 
wish to entertain it that is satisfactory. 

Mr. Donnewiy: I move we adjourn to meet at the call of the chair. 

The Cuatrman: Hight-thirty to-night? 

Mr. Hazen: Mr. Jackman evidently has something in his mind about this 
matter that he would like to ask some of the directors who are here to-day. It 
seems to me that before we should embody any clause like this suggestion 
to-day in our report we should have the opportunity to go into the matter much 
more fully. Mr. Maybank’s suggestion, I noticed, said, “ We have inquired 
carefully into the amount.” Personally I do not think we have inquired care- 
fully at all. The inquiry has been a most casual one. If this matter is to be 
gone into I think we should go into it more fully. 

The Cuamman: Mr. Hazen, you had your opportunity to inquire into it 
carefully. I did not shut anybody off. I allowed them very very free and 
full discussion. 

Mr. Hazen: You did. But this is something new and has just come up. 

Mr. Gray: We went fully into it yesterday. 

The CaarrMAN: We have finished with all the reports. 

Mr. Jackman: As a matter of fact some of these matters have nothing to 
do with the reports. I know nothing about the comparison of the two lines. 
That matter came up and I think it is extraneous to the report. The number 
of man miles carried by the C.P.R. as against the C.N.R. was mentioned in 
connection with soldiers. F 

Mr. Gray: We can decide whether we are going to incorporate Mr. 
Maybank’s suggestion into the report or not when we meet in camera. ~ 
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The Cuairman: I will make this ruling, gentlemen: if you want to ask ques- 
tions of the gentlemen assembled here before this meeting adjourns we will hear 
the questions, but as far as going into a general debate on the topics is concerned 
I will rule against it. , 

Mr. Jackman: My first question is: Does the C.P.R. pay taxes to the 
dominion government and to what amount other than the taxes which are paid 
by the Canadian National Railways? 

Mr. Armstrone: We do not know in detail what the taxes of the Canadian 
Pacific Railway are. The total taxes paid by the Canadian Pacific both direct 
and indirect are substantially less than those of the Canadian National Railways. 
We pay in direct taxation something like $11,000,000. 

Mr. Jackman: Including sales tax? 

Mr. Armstrone: Municipal and provincial taxes over $7,000,000. Exclud- 


ing sales tax and all other taxes, those are readily discernible. In direct taxes 


we pay probably $11,000,000 or a little over. Of course, on everything we buy 
there is an indirect tax. Taxes are included on all materials we buy. Taking 
the whole thing together we pay in taxes more than the Canadian Pacific 
Railway. | 

Mr. Jackman: Do you pay corporation tax now of 40 per cent on vour 
earnings? Are you subject to the corporation tax which is now 40 per cent on 
any earnings? 

Mr. ArmstronGc: We do not happen to have any net earnings at present. 


Mr. JAckMAN: The C.P.R. will pay 40 per cent on any earnings which it 
may have. 


Mr. Armstrona: Naturally they must abide by the laws of the country. 
Mr. Jackman: How much non-productive mileage would you say was 
contained in the C.N.R. system? 

Mr, Armstrone: Just what do you mean by that? I do not understand 
your definition. 
Mr. JackMAN: I understand that is the term apparently used and means 
the taking of all mileage which does not gather up traffic on the way, that is, 
It is Just merely between two points. 

Mr. Armstrone: Every mile of line is productive to some degree or other. 
Just what do you mean by “productive”? I do not quite get your definition. 
It is a matter of relativity. 

Mr. Jackman: Yes but there are long distances between points, such 
as in Northern Ontario, where you do not pick up traffic. You might pick up 
trafic at a few way stations, perhaps, but it is hauled between one point and 
another where there is no tributary traffic, if you like, for long stretches. 

Mr. Armstrong: That is not quite correct. There are few stretches where 
there is not some local traffic. The question is how much traffic do you eall 
productive; that is, when does the line become productive? If you could define 
that, I might be able to give you an answer. : 

Mr. Jackman: It is a relative term, perhaps, but there must be some 
stretches on both lines where the amount of traffic picked up is of such a small 
percentage as compared with the amount of through traffic that it is infinitesimal. 

Mr. ArmstronG: That is true. The through traffic on the main line, for 
instance, between Ottawa and Winnipeg is much more important and much 
hin in volume than the local traffic. But would you call that an unproductive 
ine‘ 

Mr. Jackman: It certainly is not producing anything. 


Mr. Armsrronc: It is producing transportation between eastern and 


western Canada. 
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Mr. JackMAN: Yes, but I am trying to find out whether your lines are 
located so that you are in a position to acquire as much traffic as does the C.P.R. 
Mr. Armsrronc: I would say we are in a much better position. 

Mr. JackmMAN: Asa whole? 

Mr. Armstrronc: Oh, yes, much because of our much greater mileage in 
the industrial areas. Furthermore, as far as potential traffic is concerned, I 
would say we are in a much more favourable position, because we serve 
territories which have not even been tapped yet, as far as natural resources are 
concerned. When I say “ not even tapped,” I mean not to anywhere near their 
full extent. I particularly mention the line in the vicinity of Noranda. That 
line was built for one purpose as a Transcontinental line, but has developed into 
a very good branch line. 

Mr. Jackman: I suppose that some people might have a different opinion 
as to the amount of unproductive lines held by the two systems? 

Mr. Armsrronc: Definitely. It is a question, as I pointed out yesterday, 
of what you are going to credit to the line for revenues, and what are you going 
to debit to the line for expenses. In other words: when does a line become 
productive or unproductive? 

Mr. Jackman: Passenger man miles 1s a railroad term? 

Mr. Armstronc: Passenger miles, not passenger man miles; the ladies are 
counted too. 


Mr. Jackman: How many passenger miles for the carrying of troops or of 
government people— 


Mr. Armstrona: We have not any such figures. 

Mr. JackMAN: —did you receive as against the C.P.R.? 

Mr. Armstrronc: We have not any such figures; we do not know. 

Mr. JackMANn: In other words, a great deal of the comparison between the 
movement of government business carried by the two systems must be a matter 
of conjecture? 

Mr. Armsrronc: We know the money fairly definitely, as you saw by the 
return made in the house. The money is really what we want; it is not so much 
the matter of carrying passengers; it is a question of getting revenues, 

Mr. Jackman: When you speak of money, take the amount of money which 
is paid to the respective railways or the amount of money which they retain; 
obviously if a ticket is purchased at a C.N.R. station and part of the route lies 
over a C.P.R. line, you have to pay them, and vice versa? 

Mr. ArmMstrrone: Quite. 

Mr. Jackman: And the answer to that is— 

Mr. Armstrone: I explained that, I think, yesterday, in giving an answer 
to Mr. Maybank; that the return in the house showed the money paid to each 
railway. In each case that would be the railroad which originated the movement. 
After an adjustment was made for inter-line settlements the figures showed there 
was a slight balance, as far as we could figure it, in favour of the Canadian 
National. 

Mr. Pouuior: What is the total mileage of the lines of the C.N.R. as com- 
pared with the total mileage of the lines of the C.P.R.? 


Mr. ARMSTRONG: 23,000 for the C.N.R. and 17,000 for the C.P.R. 


Mr. Pourior: Therefore the mileage of the C.N.R. is considerably more 
than the mileage of the C.P.R.? 

Mr. Armsrronc: Considering the total mileage of the Canadian National 
and C.P.R.., it is about 58 per cent for the C.N.R. 


Mr. Poutior: To be fair, it should be divided on that basis. There is a big 
railway and a small one, and it is divided fifty-fifty. 
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Mr. Maypanx: Mr. Chairman, while Mr. Pouliot is substantially in agree- 
ment with me I nevertheless mention a point of order. 

The CuHatrman: Yes, gentlemen; there is a motion before the committee. — 

Mr. Maypanx: You opened this up. 

Mr. Pouuior: I did not open up this question. 


The CHairMAN: I was permitting Mr. Jackman to ask a few questions. For | 
the last twenty minutes there has been a motion before this committee to adjourn. % 
Is the motion carried? 


Some Hon. Mempmrs: Carried. q 


The Cuairman: The committee stands adjourned. 
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MINUTES OF PROCEEDINGS 


Room 277 
Monpay, May 26, 1941. 
The Standing Committee on Railways and Shipping owned, operated and 


controlled by the Government, met in camera this day at 11.30 o’clock, p.m. 
The Chairman, Mr. J. P. Howden, presided. 


Members present: Messrs. Bercovitch, Donnelly, Emmerson, Howden, 
Jackman, McCulloch, Maybank, Pouliot, Sanderson, Shaw, Sissons. 


The Committee took into consideration the draft of a Report submitted 
by the Chairman on behalf of the subcommittee. 


On motion of Mr. Maybank, the first paragraph of the draft-Report was 
adopted unanimously. 


On motion of Mr. Maybank, the second paragraph of the draft-Report 
was adopted unanimously. 


Mr. Bercovitch moved that the draft-Report as read be adopted in its 
entirety and that the Chairman be instructed to make the Report as adopted 
to the House. 


- The question being put on the motion it was agreed to in the affirmative 
as follows: Yeas, 7; Nays, 2. 


Mr. P. T. Coolican, Assistant Deputy Postmaster General filed with the 
Committee certain statistics and estimates for the Trans-Canada air mail 
service. (See appendix “A” appearing in to-day’s minutes of proceedings and 
evidence. ) 


At 12.30 o’clock p.m., the Committee adjourned sine die. 


ANTOINE CHASSE, 
Clerk of the Committee. 
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REPORTS TO THE HOUSE 


Fripay, May 238, 1941. 


The Standing Committee on Railways and Shipping owned, operated and 
controlled by the Government begs leave to present the following as a 


SECOND REPORT 


Your Committee has considered the following Items of the Estimates 
referred to the Committee on May 6, 1941, and approves of same, viz:— 


Vote No. 403—Maritime Freoight Rates Act—Canadian Na- 


tional ‘Railways’ Hastern iTunes a oi ieee Mee $3,350,000 00 
Vote No. 404—Maritime Freight Rates Act—Railways other 

than. Canadian | Nationals Rarlways:.as.ou. oe nee) 3 900,000 00 
Vote No. 416—Canadian National (West Indies) Steamships, 

Ltd., "Gapital-—Advanees.y ged elas Col ease 20,000 00 
Vote No. 417—Prince Edward Island Car Ferry and Terminals 

DehcipeO4 dies gS OU I RAS et a 400,000 00 


All of which is respectfully submitted. 


J. P. HOWDEN, 
Chairman. 
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Monpay, May 26, 1941. 


The Standing Committee on Railways and Shipping owned, operated and 
controlled by the Government begs leave to present the following as a 


Tutrp REport 


Your Committee views with satisfaction the purchase of a block of 4 per cent 
perpetual consolidated debenture stock of the former Grand Trunk Railway 
Company of Canada by the Canadian National Railways Co. through the 
Canadian National Railway’s Financing and Guarantee Act, 1940, and would 
respectiully suggest the acquirement of the balance of this outstanding perpetual 
issue. The Committee holds the same view with regard to purchase or refunding 
of the 65 per cent Sinking Fund Debenture Bonds of the former Canadian 
Northern Railway. 


In accordance with the recommendation of the duly appointed auditors, 
the Committee recommends the establishment at an early date of uniform 
accounting regulations of a mandatory character applicable to all Canadian 
railways under the Statutory authority of the Dominion. 


Your Committee has enquired into the position of the Canadian National 
Railway with regard to the amount of Government or Government-controlled 
business it receives in comparison with its chief competitor, the Canadian 
Pacific Railway. It would appear that in relative strength the respective 
systems are as follows:— 


Mien ee TPS ere Sin GAN ia Mee) Ci C.N.R. 21,790 miles of road 
C.P.R. 16,829 miles of road 
Number of employees........... C.N.R. 75,000 
CG PER spe 00 
Ratio of fixed charges, cee ou. CANTER bo 
C.P.R. :26 


The major differences in miles of track, number of employees and ratio of 
fixed charges would indicate the desirability for a rational division of Govern- 
ment-controlled business. 


Your Committee, therefore, recommends that steps be tken to assure a 
division of Government-controlled business more in accord with the relative 
responsibility of the two roads. 


A copy of the printed evidence taken is tabled herewith. 


All of which is respectfully submitted. 


J. P. HOWDEN, 


Chairman. 
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APPEND DG AY 


Orrawa, May 26, 1941. 
A, Cuassh, Esq., 
Clerk, Committee on Railways and Shipping, 
Room 431, House of Commons, 
Ottawa, Ontario. 


Dear Str,—Enclosed herewith please find statistics and estimates for the 
Trans-Canada air mail service. 
The statements are self-explanatory and, I believe, will supply you with 
the required information. 
Yours truly, 
COOLICAN, 


Assistant Deputy Postmaster General. 


Arr AND LAND Matt SERVICES, 


 Orrawa, May 28rd, 1941. 


SYNOPSIS OF THE DEVELOPMENT OF TRANS-CANADA AIR MAIL 
SERVICE 


September 1, 19837—Trans-Canada Air Lines commenced Air Mail opera- 
tions on September 1, 1937, when the Vancouver-Seattle route was taken over 
upon the request of Canadian Airways Ltd., who had operated the service until 
that date. The service was performed at the existing contract rate of 50 cents 
per mile. Mail prepaid at air mail rates only was carried. 


March 1, 1938—On March 1, 1938, experimental air mail flights were com- 
menced between: Vancouver and Winnipeg, ordinary first class mail being 
carried at the rate of 50 cents per mile. The rate was increased to 60 cents 
per mile on July 1, 1938. 


October 1, 1938—Carriage of ordinary mail discontinued over the Van- 
couver-Winnipeg route. Only mail prepaid at air mail rates carried. Leth- 
bridge-Edmonton service commenced. 


December 1, 1938—Service extended experimentally east to Montreal. 


March 1, 1939—Service between Montreal, Toronto and Vancouver 
inaugurated on night schedules. | 


July 18, 1939—Service between Montreal and Toronto increased by one 
round trip daily. 


November 1, 1939—Daylight familiarization flights commenced between 
Montreal and Moncton, ordinary mail being carried. Regular schedules were » 
inaugurated on January 1, 1940, and carriage of ordinary mail discontinued. 


April 1, 1940—Extra daily flights commenced between Montreal and Van- 
couver and a third daily trip placed on the Vancouver-Seattle route starting 
April 14, 1940. 


July 15, 1940—Toronto-Windsor service commenced on a daily frequency, 
which was increased to semi-daily on July 25, 1940. 
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August 1, 1940—One extra round trip between Montreal and Toronto. 


September 29, 1940—Vancouver-Seattle service reduced from three to two 
round trips per day. : 


April 1, 1941—Rates reduced from 60 cents to 45 cents per mile. 


April 15, 1941—Service extended from Moncton to Halifax, and the fre- 
quency east of Montreal increased to two round trips per day. Service between 
Montreal and Toronto increased by one round trip daily. The Moncton-Char- 
lottetown A.S.S. was also taken over temporarily from the Canadian Airways 
Ltd. at the request of the Post Office Department. 


April 30, 1941—Toronto-New York service inaugurated on a frequency 
of two round trips per day. 


May 12, 1941—Vancouver-Seattle service discontinued. 
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| STANDING COMMITTEE | 


‘RAILWAYS AND SHIPPING 
x | Owned, Operated and Controlled by the Government 


MINUTES OF PROCEEDINGS AND EVIDENCE 
No. 1 | 


THURSDAY, APRIL 30, 1942 


WITNESSES: 


Mr. H. J. Symington, K.C., Director and President, Trans-Canada Air Lines. 

Mr. O. T. Larson, Vice-President, Trans-Canada Air Lines. 

Mr. W. F. English, Assistant Vice-President, Trans-Canada Air Lines. 

. R. C. Vaughan, President, Canadian National Railway System. 

Mr. N. B. Walton, Vice-President, Operation, Canadian National Railway 
System. 

Mr. T. H. Cooper, Comptroller, Canadian National Railway System. 

Mr. W. M. Armstrong, Assistant Chief of Research and Development, 
Canadian National Railway System. 

Mr. W.S. Thompson, Director of Public Relations, Canadian National 
Railway System. 


OTTAWA 
EDMOND CLOUTIER 
PRINTER TO THE KING’S MOST EXCELLENT MAJESTY 
1942 
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ORDERS OF REFERENCE 


House oF COMMONS, 
TuHurspay, 19th February, 1942. 


Ordered. That the Standing Committees of this House shall severally be 
empowered to examine and inquire into all such matters and things as may 
be referred to them by the House; and to send for persons, papers and records. 


Attest. 


ARTHUR BEAUCHESNE, 
Clerk of the House. 


HovusEe oF COMMONS, 
Turspay, 24th March, 1942. 


Ordered. That Standing Order No. 63 of the House of Commons, relating 
to the appointment of Standing Committees of the House, be amended by 
adding to the Standing Committees of the House for the present session a 
Standing Committee on Railways and Shipping owned, operated and controlled 
‘by the Government, to which will be referred accounts and estimates and bills 
relating thereto of the Canadian National Railways, the Canadian National 
(West Indies) Steamships, and Trans-Canada Air Lines for the present session, 
for consideration and report to the House; provided however that nothing in 
the resolution shall be construed to curtail in any way the full right of dis- 
cussion in Committee of Supply; and that the said Committee consist of 
Messrs. Bercovitch, Jackman, Bradette, Hazen, Donnelly, Dubuc, Emmerson, 
Ferland, Gray, Shaw, Hanson (Skeena), Harris (Danforth), Howden, Howe, 
Lockhart, Nicholson, McCulloch, Maybank, Parent, Pouliot, Ross (Middlesex 
East), Sanderson, Sissons. 


Attest. 


ARTHUR BEAUCHESNE, 
Clerk of the House. 


HovusE oF CoMMONS, 


WEDNESDAY, 29th April, 1942. 


Ordered. That the Annual Budget of the Canadian National Railways 
and Canadian National (West Indies) Steamships Limited, tabled to-day, 
and the Annual Reports for the year 1941, laid on the Table of the House on 
March 19, 1942, viz: Canadian National Railways; Canadian National (West 
Indies) Steamships Limited; Canadian National Railways Securities Trust; 
George A. Touche and Company, Auditors of the Accounts of the Canadian 
National Railways System; and the Annual Report of Trans-Canada Air Lines 


51901—1}3 
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for 1941, tabled on March 23, 1942, be referred to the Standing Committee 


on Railways and Shipping, together with the following Items of the Estimates 
for 1942-43 :— 


400 Maritime Freight Rates Act, Canadian National Rail- 


wavs, dWasterns ‘Lines sae ori iar. tena nee eee ene ane $3,390,000 00 
401 Maritime Freight Rates Act—Railways other than Cana- 

dian. «National: (Railwayciwns. on tee. ean eee Hi Sees 900,000 00 
410 Canadian National: (West Indies) Steamships Limited— 

Capital—Advances o. Wares Wiley Mery, (cd ooeeemane cones 20,000 00 
411 Prince Edward Island Car Ferry and Terminals Deficit 

ROAD OPA Dh Se CaO Ete Nee mee 400,000 00 


Attest. 


ARTHUR BEAUCHESNE, 
Clerk of the House. 


Housrt or CoMMONS, 
Tuurspay, 30th April, 1942. 


Ordered. That the said Committee be empowered to print, from day to day, 
500 copies in English and 200 copies in French of its minutes of proceedings 
and evidence, and that Standing Order 64 be suspended in relation thereto. 


Ordered. That the said Committee be empowered to sit while the House is 
sitting. 


Ordered. That the quorum of the said Committee be reduced Tie 12 mem- 
bers to 8 members. 


Attest. 


ARTHUR BEAUCHESNE, 
Clerk of the House. 
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REPORTS TO THE HOUSE 


Tuurspay, April 30, 1942. 


The Standing Committee on Railways and Shipping owned, operated and 
controlled by the Government begs leave to present the following as a 


FIRST REPORT 


Your Committee recommends:— 


1. That it be empowered to print, from day to day, 500 copies in English 
and 200 copies in French of its minutes of proceedings and evidence, and that 
Standing Order 64 be suspended in relation thereto; 


2. That it be empowered to sit while the House is sitting; 

3. That the quorum of the Committee be reduced from 12 members to 8 
-members. 

All of which is respectfully submitted. 


J. P. HOWDEN, 


Chairman. 


(This report was adopted by the House on 30th April, 1942.) 
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MINUTES OF PROCEEDINGS 


Room 277, Tuurspay, 30th April, 1942. 


The Standing Committee on Railways and Shipping owned, operated and 
controlled by the Government, met this day at 11 o’clock a.m. 


Members present: Messrs. Bercovitch, Donnelly, Dubuc, Emmerson, Ferland, 
Gray, Hanson (Skeena), Harris (Danforth), Hazen, Howden, Howe, Jackman, 
McCulloch, Maybank, Nicholson, Pouliot, Sanderson, Shaw, Sissons. 


The Orders of Reference of Thursday, 19th February; Tuesday, 24th March; 
and Wednesday, 29th April, 1942, were read and the Clerk forthwith invited 
nominations for Chairman. 


Mr. Hanson (Skeena) moved, seconded by Mr. McCulloch, that Mr. J. P. 
Howden be elected Chairman. 


And the question being put on the said motion, it was agreed to unanimously. 


And the Clerk of the Committee having declared Mr. J. P. Howden duly 
elected, he took the Chair. Mr. Howden expressed his thanks to the members 
for the honour conferred again upon him and the Committee proceeded forthwith 
with its deliberations. 


On motion of Mr. Harris (Danforth), it was 
Resolved,—That the Committee ask leave to print, from day to day, 
500 copies in English and 200 copies in French of its minutes of proceedings 
and evidence, and that Standing Order 64 be suspended in relation thereto. 


On motion of Mr. McCulloch, it was | 
Resolved,—That the Committee ask leave to reduce its quorum from 
12 members to 8 members. 


On motion of Mr. Hanson (Skeena), it was 
Resolved,—That the Committee ask leave to sit while the House is 
sitting. 


The following officials of the Department of Transport were in attendance: 
Mr. C. P. Edwards, Deputy Minister; 
Mr. G. W. Yates, Assistant Deputy Minister; 
Mr. F. M. MacLennan, Chief Treasury Officer; 
Mr. J. A. Wilson, Director of Air Services. 


The Chairman of the Board of Directors, the President and general officers 
of the Canadian National Railway System, the Trans-Canada Air Lines and 
the Canadian National (West Indies) Steamships, Limited, were also in attend- 
ance, v1Z:— 

Mr. S. J. Hungerford, Chairman of the Board of Directors, Canadian 
National Railway System; 

‘Mr. R. C. Vaughan, President, Canadian National Railway System; 

Mr. N. B. Walton, Vice-President, Operations, Canadian National Railway 
System ; 
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Mr. H. J. Symington, K.C., President and Director, Trans-Canada Air Lines; 
Mr'O,. Larson,:V ice-President, Trans-Canada Air Lines; | | 
Mr. W. F. English, Assistant Vice-President, Trans-Canada Air Lines; 
Mr. T. H. Cooper, Comptroller, Canadian National Railway System : 
Mr. W. 8. Thompson, Director of Public Relations, Canadian National 
Railway System, and Trans-Canada Air Lines; | 
Mr. W. M. Armstrong, Assistant Chief of Research and Development, 
Canadian National Railway System; 
Mr. 0. A. Matthews, representing George A. Touche & Co. auditors. 


The Committee proceeded with the study of the Annual Report of the Trans- 
Canada Air Lines, for the year ended 31st December, 1941. 


The Report was read by Mr. Symington, K.C. and the witness was questioned 
at length thereon. He was assisted by Messrs. Larson, English and Cooper. 


The witness filed, at the request of the Committee, a statement showing the 
break-down of operating expenses, ete., of the T.C.A. This document appears 
as Appendix “A” following the report of evidence heard this day. 


At 1.00 o’clock p.m., on motion of Mr. McCulloch, the Committee adjourned 
to meet again at 4.00 o’clock p.m. this day, provided leave had then been obtained 
by the Committee to sit while the House is sitting. 


AFTERNOON SITTING 


The Committee, having obtained leave to sit while the House is sitting, met 
again at 4.00 o’clock pm. Mr. J. P. Howden, the Chairman, presided. 


Members present: Messrs. Donnelly, Dubuc, Emmerson, Ferland, Gray, 
Hanson (Skeena), Harris (Danforth), Hazen, Howden, Jackman, Lockhart, 
McCulloch, Nicholson, Pouliot, Ross (Middlesex Last), Sanderson, Shaw, Sissons. 


In attendance: The same whose names appear for the morning sitting. 


The Committee resumed consideration of the Annual Report of Trans-Canada 
Air Lines for the year ending December, 1941. 


Mr. H. J. Symington, K.C., was recalled and after replying to a few questions 
by the members the witness was permitted to retire with Messrs, O. T. Larson 
and W. F. English. On behalf of the Committee, the Chairman thanked the 
officers. 


On motion of Mr. McCulloch, seconded by Mr. Sanderson, the Committee 
adopted the Annual Report of Trans-Canada Air Lines. 


The Committee then took up the study of the Annual Report of the Canadian 
National (West Indies) Steamships, Limited, for the year ended 31st December, 
1941. 


Mr. R. C. Vaughan, Director and President, was called. The witness read 
the report and was questioned at length thereon. Messrs. W. M. Armstrong 
and 'T. H. Cooper assisted. 
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After completing its study, on motion of Mr. Hanson (Skeena), seconded by 
Mr. McCulloch, the Committee adopted the Annual Report of the Canadian 
National (West Indies) Steamships, Limited. 


The Committee then went on to the consideration of the Annual Report of 
the Canadian National Railway System, for the year ended 31st December, 1941. 


Mr. R. C. Vaughan, President, was recalled. The witness proceeded with the: 
reading of the Report and was questioned at length on the various headings. 
He was assisted by Mr. N. B. Walton, Vice-President of Operations; Mr. W. M. 
Armstrong, Assistant Chief of Research and Development; Mr. T. H. Cooper, 
Comptroller; and Mr. W. 8. Thompson, Director of Public Relations. 


_ In the course of the proceedings, while Mr. Vaughan was on the witness 
stand, Mr. Pouliot read to the Committee a circular letter from the Canadian 
Brotherhood of Railway Employees, at Montreal, under date of March 30, 1942. 
- Questions were allowed to be put to the witness on the subject-matter of the 
circular letter pertaining to the System Adjustment Board but the Chairman ruled 
that the circular letter would not be printed in the record. 


In the course of the proceedings, while Mr. Vaughan was on the witness stand, 
Mr. Pouliot read to the Committee a circular letter sent by the Railway Company 
to their employees. Questions were allowed to be put to the witness relating to 
the subject-matter but the Chairman ruled that the circular letter would not be 
printed in the record. 

At a later stage of the proceedings Mr. Ross (Middlesex East) read an 
article appertaining to the magnificent work performed by the Railways in the 
United States in connection with the movement of troops. There again the 
Chairman ruled that the newspaper articles would not be printed in the record 
of evidence. 

At the time of adjournment Mr. Vaughan was still on the stand. The reading 
of the report was suspended until the next sitting. 


At 5.50 o’clock p.m., on motion of Mr. Donnelly, the Committee adjourned 
to meet again on Friday, May Ist, at 11 o’clock a.m. 


ANTOINE CHASSE, 
Clerk of the Committee. 


MINUTES OF EVIDENCE 


House or Commons, Room 268, 
April 30, 1942. 


The Select Standing Committee on Railways and Shipping met at 11 
o’clock. The Chairman, Mr. J. P. Howden, presided. 


The CuHarrMAN: Gentlemen, I wish to thank you for making me your 
chairman again this year, and at the outset I should like to ask the committee 
to take as much advantage of the time at our disposal as possible, because the 
war has thrown a great burden on the officials of the Canadian National Railways 
and I understand that they are short-handed and the departments are all very 
busy. While there is no desire on the part of railway officials to curtail dis- 
cussion, at least we should not waste any time. The procedure usually has 
been for the president to read his report and to open the discussion. Now, if 
there is anything else before the meeting before that is done we will pause for 
any remarks on the part of members of the committee. If not, we will take 
up the report of Trans-Canada Air Lines, and I will call Mr. H. J. Symington, 
K.C., President of Trans-Canada Air Lines, to present the report of his 
‘ department. 


Mr. Symincron: Mr. Chairman and gentlemen, I have the fifth annual 
report of Trans-Canada Air Lines for the year ended 31st December, 1941, as 
follows:— . 

To the Shareholders: 

The Board of Directors submit herewith the Annual Report of 
Trans-Canada Air Lines for the year ended 31st December, 1941. 

The year’s operations were marked by continued, development and 
erowth of passenger, mail and express business, extension of services to 
meet the growing demand for air transport, and increased utilization of 
the company’s skilled personnel and plant facilities to serve the war 
effort. | 

The number of passengers carried increased 60 per cent, air mail 
increased 50 per cent, and air express increased 64 per cent. 

The transcontinental service was extended from Moncton to Halifax, 
and a daily trip was added to the Toronto-Montreal service; a new service 
was inaugurated between Toronto and New York; operation of the 
Vancouver-Seattle service was discontinued. 

The shops and facilities at Winnipeg and Malton (Toronto) were 
expanded to undertake additional repair and overhaul work on military 
aircraft. Maintenance and overhaul of aircraft used in the Atlantic 
Return Ferry Service was undertaken at Montreal. 


Mr. BercovitcH: Why was the service from Vancouver to Seattle dis- 
continued? 


Mr. Symincron: In the past it was not a paying service. Secondly, 
negotiations took place between the Air authorities in Washington and Ottawa, 
because it is an international matter, and when we got the Toronto service— 
permission from them—there was an over-all temporary arrangement made 
which expires September of this year, when the whole matter is to be reviewed 
and a United States line took over the flying from Seattle to Vancouver. 
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The Cuairman: I would like to suggest, Mr. Symington, that perhaps it 
would be wise after each individual item has been read or after each paragraph 
has been read to pause for a moment for interrogation before you proceed. 

Mr. Symineron: Just as you like, sir. I had really thought that someone 
else would read this report and afterwards I would point out some of the 
essential phases which I thought perhaps might be of interest; but any procedure 
you like will be quite satisfactory to me. 

Mr. JackMAn: What is the basis of the contract between the T.C.A. and the 
R.C.A.F. and Atlantic Ferry; is it cost plus? 

Mr. Syminoron: Cost. plus. 

Mr. JACKMAN: Cost plus, how much? 

Mr. Symineton: Well, that is somewhat involved, but it roughly amounts I 
would say to a service at cost—a certain percentage on a certain class of work. 
Perhaps Mr. Larson could give you the details. It is the usual thing that the 
B.O.A.C. asks us to do, and I would say that it is a war service which is being 
done practically at cost. 

Mr. Donnetty: Is this all the extension in paragraph 4 to the service? 

Mr. Symrneton: At the end of the year. 

Mr. Donnetiy: During the last year? 

Mr. Symincton: Yes, there have been extensions since the end of the year, 
but last year the extension was Moncton to Halifax, and Toronto to New York. 

Mr. JAckMAN: Have these two extensions paid for themselves pretty well 
from the start? 

Mr. Symineron: Yes, I would say so. If you analyse the figures, I would 
think they paid for themselves. When you come to the percentage of earnings 
in the various categories I think it is quite apparent that they paid for 
themselves. 


The CuairmMan: We might have those figures now. 


Mr. Symineton: Result of Operations:— 
Increase or 


1941 1940 Decrease 
Operating Revenues............: $5,807,794 03 $4,592,383 39 $1,215,410 64 
Operating “Hixpensess y's. setae oe 5,306,136 00 3,855,934 04 1,450,201 96 
$ 501,658 03 $ 736,449 35 $ 234,791 32 
Income Charges and Interest..... 199,221 24 197,186 20 2,035 04 
SETH G atest ee sat $ 302,436 79 $ 539,263 15 $ 236,826 36 


Operating revenues totalled $5,807,794, an increase of $1,215,411 or 26 per 
cent over the preceding year, which indicates a substantial growth in the earn- 
ing power of the company. Passenger revenues increased $774,211 or 50 per 
cent; mail revenues increased $225,758; express and miscellaneous revenues 
increased $215,442. Effective April 1st the rate for the carriage of air mail 
was reduced from 60 cents to 45 cents a mile. Partly as a result of this reduc- 
tion in rate, and partly due to the increase in passenger business, mail revenue 
contributed 53 per cent of the total revenue as compared with 62 per cent in 
1940 and 70 per cent in 1939. 


Operating expenses totalled $5,306,136, an increase of $1,450,202 or 38 per 
cent over the preceding year. Approximately one-half of the increase is 
accounted for by expansion of services; the remainder represents increased 


labour and material costs due to war conditions. Payrolls increased $597,398; — 


gasoline and oil $285,883; materials and supplies $359,403 ; rentals, office expenses, 


ape: and miscellaneous expenses $138,903; depreciation and insurance 
68,615. 
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Mr. Harris: Have you a break-down of the operating expenses? 

Mr. Symincton: Yes. 3 

Mr. Harris: Would that be available, Mr. Chairman? 

Mr. Symineton: Yes. 

Mr. Harris: Is it available now, Mr. Chairman? 

Mr. Symineron: I do not know whether it is available to be filed, but I have 


the figures here and I intended to point out some of the high lights, 


Mr. Harris: I was not interested in the high lights; I am interested in the 
figures—the entire break-down of the operating expenses should be filed. 

Mr. Symineron: Yes, all right. 

Mr. DonneLLy: How do you account for the great increase in the operating 
expense? 

Mr. Symineton: It is accounted for first by the increased mileage flown; 
secondly, by the increased cost of materials, gas, etc., and third by the cost of 
living bonus. 

Hon. Mr. Howe: The reduction in operating revenues is due to the fact 
that the mail rate was cut down by the Ist of April last year from 60 cents a 
mile to 45 cents a mile. 

Mr. Harris: Partially cut; perhaps the minister will agree with that? 

Hon. Mr. Howe: Partially? They were all cut. 

Mr. Harris: They were cut from 60 to 45?. 

Hon. Mr. Howe: That is right. 

Mr. Harris: As a matter of fact, progress in the inverse ratio; I imagine 
the rates will go down. 

The Cuarrman: That is quite clear. 

Mr. Harris: Yes, I think we all appreciate what the minister was able to 
do in that regard. 

Mr. Maypank: Was it cut over all? 

Hon. Mr. Howe: Yes, it was cut on the Ist of April. 

Mr. Maysank: It was not all taken away— 

Mr. Harris: The fact is, Mr. Chairman, that 53 per cent of the revenues of 


the T.C.A. is coming under that sacred depository known as the post office. The 


« 


observation I made, Mr. Chairman, was this: we are still in the happy position 
of finding it necessary to carry mail by air, and in carrying mail by air we are 
able to provide the cost of operating the T.C.A. to the extent of 53 per cent by a 
contract negotiated between the Post Office Department and the T.C.A. which 
permits of $53 out of every $100 of revenue emanating from post office sources. I 
have no complaint in regard to that. I make that observation. That rate is 
high compared to rates which obtain in other parts of North America and certainly 
in Europe previous to war time. None the less, that is the fact. This committee, 
in my opinion, is appreciative of the fact that it is gradually coming down to a 
more reasonable basis, but two years ago it provided something in the nature of 
70 per cent of our revenue; 1940, it was 62 per cent of all revenue, and in the year 
gone by it has provided 53 per cent, due to the fact that the rate was reduced; 
and I think, Mr. Chairman, that the minister will agree that rates, for the density 
of mail carried, in the United States find themselves in many places half of the 
rate which presently obtains. The only point I have in mind in making these 
observations is that the public should know that we have this service. I have 
enjoyed it for the last two or three weeks to a considerable extent and we must 


‘keep it up to a high level. At the same time, the source from which the money 


comes to operate that service should be known also to the Canadian people, 
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namely, that it is coming to a large degree out of post office services—the postal 
department; and the postal department, as I have said before, is always considered 
by the British Empire and the Canadian and Anglo Saxon people as a kind of 
sacred depository, and the people should know there is a contract in existence 
between the Post Office Department and the T.C.A. which gives them the oppor- 
tunity of receiving this revenue. There is no complaint in regard to that. At 
the same time, each and every year we ought to review that particular contract to 
know where the money is coming from. 

I have one further observation to make. I would like to ask this question. 
I find that on April 1st the rate of carriage of air mail was reduced; is that April 
Ist of this year? 

Hon. Mr. Howe: April 1, 1941. It is fair to say following your remarks that 
the Post Office is now making a profit out of the air mail portion of the stamps, 
and also that there are many rates in the United States which on the longer routes 
are considerably lower but on the shorter routes are higher. This is an over-all 
rate for long and short services, and you are getting down very much on a 
comparable basis with the States. 

Mr. Harris: The majority of rates are lower. 

Hon. Mr. Howe: Yes, that is right. 

Mr. Symineton: May I put some figures on the record now relative to the 
discussion which might be of interest with respect to the Post Office? 

“Aecording to data prepared by the Post Office Department, there are on the 
average fifty letters to a pound of air mail, and the revenue to the Post Office is 
$3 per pound. Of this $3 the cost of ground service (sorting, delivery, etc.,) is 
$1, leaving $2 available as revenue to apply against payment to the air carrier.” 
That is, out of a 6-cent letter rate 2 cents goes to the credit of the post office 
for over-all expenses without the T.C.A. getting any credit for 1t and 4 cents is 
credited to the carriage of air mail. 

“The table which follows indicates revenue received by the Post Office for 
the fiscal years noted (April 1st to March 31st) from airmail carried by Trans- 
Canada Air Lines and the corresponding payments to the company for the 
carriage of the airmail: 


Postal 

Postal Ground Revenue 

Pounds Revenue Service available 
Fiseal Airmail at $3 cost at for payment Payments 
Year Carried per lb. SLi pers lb fon te A.. tO GAS 
19SSE 3s ewan 172,640 $ 517,920 $ 172,640 - .$ 345,280 $ 877,115 
EQO3O/ SMe waseee 566,831 1,700,493 566,831 1,133,662 1,754,455 
TOA Pei a, 990,631 2,971,893 990,631 1,981,262 3,088,674 
194s een 1,516,949 4,550,838 1,516,946 3,033,892 2,995,438 


There is a surplus on the business from the 2-cent contribution of $1,516,000 
to apply to ordinary overhead, sorting, delivery, etc., and a surplus of $50,000 
roughly in actual earnings above what was paid the T.C.A. under the contract. 
That necessarily arises by the nature of the contract in that whatever other 
earnings the T.C.A. makes it reduces the post office earnings because there is a 
revision every year based upon what the line earns, and as your passenger and 
express revenues grow it brings down your air mail rate. There has been more 
mail; a 60 per cent increase in express; and the same percentage increase in 
passengers, has given the line more revenue which is applied to the air mail rate. 
I can see a great improvement in the situation. 

Mr. NicHotson: If the 45-cent rate applied for the entire year, have you 
any idea what the surplus might be to the Post Office Department? 

Mr. Symineton: I: think there would not be a surplus. I cannot give you 
those exact figures, but I have some figures from the Post Office Department. 
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Hon. Mr. Howe: I do not think ‘you understood the question. He said if the 
45-cent rate had gone for the year what would have been the profits of the Post 
Office Department? 

Mr. Syminocton: I do not think there would have been any profit to the 
post office, but if the 45-cent rate applied for the whole year—oh, I see—well, 
there would have been a larger profit, considerably. I cannot. give you the 
increase, but depending upon T.C.A. results under the contract it automatically 
is reduced or increased. 

Mr. Harris: The word “profit” comes in there after you have taken full 
cognizance of all overhead in regard to the aggregate conduct of the post office 
facilities. 

Hon. Mr. Howe: What the Post Office Department did was to take all of the 
6-cent rate, all of the $3 rate— 


Mr. Harris: Don’t you think the words “credit balance’ would be better. 


Mr. Symineton: I have no objection’ because we are not a profit making 
concern, but the facts are that on the post office’s own method of calculating, 
whether it be good or bad, they did take 2 cents for their overhead. 

Mr. Harris: As a matter of fact, it is not profit only, but credit balance? 

Mr. Syminecron: Well, whatever you care to call it, but from the stand- 
point of our position under the contract there it is. 

Mr. Harris: The Post Office Department does not pay any rent for the 
buildings they are occupying and on the service leading up to the time you 
took the matter over. 

Mr. Symineton: Except this, while it is quite true they do not charge them- 
selves any rent, we contribute $1,515,000 to whatever ground costs they have; 
whether that is a right proportion or not I do not know. 

Mr. Harris: As long as the statement is fair I am satisfied. 


Mr. Gray: Is there any provision in the contract for readjustment of the 
contract between the Post Office Department and the T.C.A., or must we go 
on this basis, because eventually you will be working for the post office? 

Mr. Symineton: There is a yearly adjustment up or down. If we make 
a profit as we did last year then the rate for this year will be reduced auto- 
matically, taking the costs, the profit, according to the miles we are budgeted 
to fly. If we had a deficit the rate from the post office is raised. 


Mr. Gray: For the ensuing year? 


Mr. Symincton: For the ensuing year. May I point out to the committee 
at this stage that the reduction from 60 cents to 45 cents from last April was 
not in accordance with the contract. I may say quite frankly that I protested 
vigorously against it; I did not see why—we being a company that were trying 
to run on a business basis—why the contract should be broken in our case rather 
than in the case of a private concern. But the government felt that under all 
the circumstances it should be reduced, as we were earning a great deal of money 
because of the expansion that was taking place. My hope had been that. we would 
be permitted, and it was the scheme of the original contract, to make this line 
financially safe; that we would be permitted to build up a reserve so that we need 
never come back to the government for more money. 

Mr. Gray: Hear, hear. 

Mr. SyminctTon: Planes change. This is a rapidly moving industry. The 
planes we have to-day may be of no use to us at all after the war. I am satis- 
fied they won’t be. I had anticipated that by that time the company would 
have gotten into a position by reason of the contract that we made with the 
government that we would not have to come back to the government for money. 
However, the government thought that was the wise thing to do; and we, of 
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course, willingly complied: Had that not been done we would have had a reserve 
of probably, I should think, nearly a million dollars more; and we would have 
had a liquid position which would have placed us in a very. strong position, 
looking forward to the necessary changes which will have to take place 1 in equip- | 
ment after the war. However, that is done. | 

Mr. BercovircH: How many planes have you? 

Mr. Symincton: We have 18 planes. 7 

Mr. Nicuouson: If the increase in volume of. air mail continues next year 
and if the 45-cent rate is maintained what would be the amount of the profit 
to the Post Office Department during this year? 

Mr. Symincton: We anticipate a surplus of $24,000 in our budget. . 

Mr. Nicuotson: I am speaking of the post office. 

Mr. Symineron: Oh, the post office. The way things stand at this stage, 
if these figures of the post office are right, every pound of mail we carry gives 
a 100 per cent increase in surplus because the expense 1s all being taken care 
of by the present volume. It is purely a question of volume. Once you get up 
to moving enough air mail to pay your expenses then everything added on to it 
is completely net. | 

Mr. Nicuouson: These figures you have given indicate a tremendous 
increase each year since 1938; if that rate of increase is continued it will ensure 
the post office a handsome profit? 

Mr. Symineton: That is so—but “handsome”; what will we say—credit 
balanceé 
Mr. Nicuotson: Have you any figures to show how much this credit 
balance will be if this increase is maintained? 

Mr. Symrincron: Well, every pound of air mail increase will earn them 
approximately $3. 

Mr. JackMAN: In view of the fact that the more business the air lines do 
the more profit there should be, or the higher percentage of profit, I find it 
difficult to understand why the operating ratio of the T.C.A. went up to such an 
extent last year resulting in a great decrease in “net,” despite a great increase 
in operating revenues and those factors which the president of the T.C.A. 
mentioned—the increase in the cost of gasoline and the payment of cost of 
living bonuses. I wonder if he would be good enough to give us the figures on 
these two items. : 

Mr. Symineron: I will get you those figures. I might say, however, that 
our revenue in 1941 for mail was only 42 cents per miles flown, instead of 
53°86 in 1940; that arising by reason of the reduction in the mail rate. The 
result. whether you increase the expense or reduce the revenue, of course, 
increases your operating ratio. Trans-Canada can never change its operating 
ratio very much; if it makes a profit down goes the mail rate, and if it has a loss, 
of course, up goes that rate; so that it is difficult to talk in terms of operating 
ratio under a contract of that kind. I would point out, of course, that our mail 
revenue per mile flown was reduced 11-86 cents in 1941 as compared with 1942. 
That was one way through which our revenue was reduced; but, as Mr. Harris 
very properly pointed out, 53 per cent of our business is mail. 

Mr. Donnetuy: If you have to reduce your rates according to your profits 
you will never have any revenue built up. 

Mr. SyMINGron: Quite true, we will never be able to build up any very ereat 
reserve in Trans-Canada; that is quite true. 

Mr. DoNNELLY: And if you believe, as I think we all believe, that when this ~ 
war is over your revenue is going to decrease, you are going to run into difficult 
times if you have no reserve. 
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- Mr. Symineton: That may be. That depends what the future brings. I 
have some views on that; those views perhaps may be wrong; everybody is 
inclined to take it for granted that business will decline and with it the volume 
of air mail, that people generally will not use air mail to the extent that they 
are now using it, that they will not be using it as much as they are to-day, and 
naturally rates will have to go up. My own judgment is that it will be the 
reverse; I think that air travel will be very much greater; that remains to be 
seen. 


Hon. Mr. Howe: The view of the government was that we would set this 
company up so that it would never earn much profit, it would always be on a 
safe basis; if they get a bad year they will have a corresponding better year, 
and in that way sort of reach an automatic adjustment. But we took the view 
that it should be a safe operation; that is, the company should always be allowed 
to earn its expenses. The post office subsidized it for the first three years—it had 
expected to have to subsidize it for five years; but the war, of course, has brought 
that period to a close sooner than we had expected and we asked the company 
to make that adjustment because last year was a war year and revenues were 
hard to find. We thought that the company being able to help out should help 
out. That is why we made an abrupt adjustment last year rather than an 
automatic adjustment which would have been considerably less. 


Mr. Gray: While I can see what the minister and the government did, in 
my own view it does seem to me that we should at least express our opinion in 
connection with setting up a reserve for Trans-Canada. They have painted 
this picture; they have built up a creditable organization; they are doing an 
excellent work; and my thought is that in the future, and the not too distant 
future, once we have built up these lines under Trans-Canada Air Lines we 
are going to have a competing organization that is going to be set up. As you 
know, they have already acquired lines all over the country, and unless we 
prepare for it we are going to be faced with the same type of situation that we 
have been faced with in connection with the railways. That is my own personal 
view; and I think the government and the management of the Trans-Canada 
Air Lines should seriously consider a revision of their policy in order to set 
up a reserve; otherwise, we are going to be faced with a very serious situation 
as I see it in the next few years. 

The CHARMAN: Is there any further discussion; if not, we will proceed. 

Mr. Maypanxk: How is that competing line getting along? Have you any 
knowledge about that? Are you watching it? 

Mr. Symineton: Well, of course, we are watching it very closely. Theoretic- 
ally there should be no competition; and I hope the government and parliament 
will continue that policy. The policy on Trans-Canada as laid down was that 
Trans-Canada running a certain high class and extensive service in a sparsely 
populated country should operate all main line services or services up to the 
standard of main line, because, the government had to spend a great deal of 
money in making landing fields, radio communications, meterological stations, 
and so on. It is government money which makes it possible. It is post office 
money that makes it possible. This is essentially a government operation; and, 
furthermore, all international services being an arrangement between govern- 
ments should be operated by the government concerned. To private enterprise 
was left what may in the long run prove to be the most profitable field; namely, 
branch line service not up to the standard of main line service, plus freight 
carrying into the northern country—that should be left to private enterprise; 
and that was the policy as stated in parliament and to the management. of 
Trans-Canada. To my mind, unless you want to repeat the railway situation, 
that policy should be continued; but, that is a matter for you gentlemen, of 


course. Up to the moment that policy has been continued; but you see signs 
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in propaganda and in the newspapers of the setting up of great organizations 
which rather indicate that a competitive situation is contemplated. I am not 


worrying about it; that rests with the government and parliament in the © 


carrying out of their policy. 
Hon. Mr. Hown: Of course, there can be no competitive situation unless 


parliament revises the Trans-Canada Act. The Trans-Canada Act protects — 
these lines against competing services. I do not think parliament will ever be — 


disposed to modify it. I do not see why they should. This franchise is owned 


by the people of Canada. While they might abrogate the Act to let private — 


enterprise in, I do not think they will. 

Mr. Stssons: Does Trans-Canada plan to extend the service to Alaska? 

Hon. Mr. Howe: That is the programme, yes. 

Mr. Symincron: Trans-Canada plans to extend its service to Alaska, being 
an international service, with a foreign government, and being a port, a gateway, 
to an airway across the world.. In my judgment, Canada occupies a very 
important position in the future of the air world. It is on the great circle. It 
is the shortest way. It has stable weather. It must inevitably take part, in 


my judgment, in both trans-Pacific and trans-Atlantic air services by agreement — 
with foreign countries. These air lines in foreign countries, with the exception — 
of the United States, are all government air lines. The government is, of - 


course, very much interested in the position of Canada in transportation in the 


air, over the ocean or any other place; and a competitive situation in Canada 


would, to my mind, be perfectly fatal to that policy. 


Now, the general intentions of Trans-Canada are these—as we know them © 


at the moment, and subject always to the government and parliament—that 
whatever part Canada takes in these services will be performed by some arm — 


of Trans-Canada; because we have built up an organization on a service which 


I think I can say with pardonable pride does not obtain any other place. We © 


have built. it up from the ground. We have shown that it could be done. I 

don’t think there is an air line any place that could have 18 planes fly 7,000,000 

miles, and fly them safely. It is unheard of, so far as I know, any place else. 
Mr. Harris: You have had your exceptions. 


Mr. Symtncton: That is a comparative term. We have had one exception, 
quite true. But it is considered a safe flying line. It is a line which was built 
up on the principle of safety. It was built up first and foremost on an excellent 
eround service. That is what is necessary to any air line, the ground service 
counts first and foremost. Second, is the training of your pilots; because, the 
human element always enters into it; but the correct training of your pilots, plus 
your ground work are the first essentials to the safe operation of an air line. 
After that, of course, you must use eternal vigilance to keep everybody up to the 
mark; you have to be very close to the situation; and you have to pray. That is 
what air line operation amounts to. 

But the moment adequate equipment, in the shape of four-engined machines, 
becomes available Trans-Canada Air Lines will change its present route from 
Winnipeg and fly from Winnipeg to Port Arthur and Fort William, the Sault, and 
Toronto. The east line will branch off, instead of going North Bay-Toronto, and 
it will go straight across; the Toronto line will connect up with Montreal, and go 
to New York; because that is the shortest and the best populated route. But 
until the four-engined machine comes in it is not safe to fly over the Great Lakes. 
But it is coming, just as sure as we are here, the minute the war is over. There 
will be, as I say, a great deal of international traffic; and, of course, it is for 
parliament to say what is going to be done about it. But at the moment connect- 
ing lines are being watched closely by Trans-Canada Air Lines for the purpose 
of eliminating competition in a service which essentially cannot stand competition, 
because the cost per cubic foot of carriage does not permit it; it is too expensive 
a service. 


RAILWAYS AND SHIPPING 9 


Mr. Sissons: We have the newspaper reports that Trans-Canada services 
would be extended to Alaska this year. Can you tell us anything about that? 
Mr. Syminaton: The service is slated to be extended the minute we can get 
the planes. We have applied, and have at the moment acceptance by the 
United States authorities, for the right to get these planes this fall, commencing 
August Ist. If we get them I would expect that the service will start; if we do 
not, it won’t. It all depends on the war situation and the materials and planes 
that we can get; and that depends upon the government. 
Mr. NicHotson: What rates are to be paid for the carrying of mail on these 
future lines by the post office people? 
Mr. Symineton: That I cannot say. 
The CuHarrMAN: All right, proceed. 
Mr. Symincton: Next we come to: 


Income Charges and Interest 199,221.24 197,186.20 2,035.04 
SULTS cde ny OR ae na $302 436.79 $539,263.15 $236,826.36 


Operating revenues totalled $5,807,794, an increase of $1,215,411 or 26% 
over the preceding year, which indicates a substantial growth in the earning 
power of the company. Passenger revenues increased $774,211 or 50%; mail 
revenues increased $225,758; express and miscellaneous revenues increased 
$215,442. Effective April Ist the rate for the carriage of air mail was reduced 
from 60 cents to 45 cents a mile. Partly as a result of this reduction in rate, 
and partly due to the increase in passenger business, mail revenue contributed. 
53% of the total revenue as compared with 62% in 1940 and 70% in 1989.. 

Operating expenses totalled $5,306,136, an increase of $1,450,202 or 38% 
over the preceding year. Approximately one half of the increase is accounted 
for by expansion of services; the remainder represents increased labour and 
material costs due to war conditions. Payrolls increased $597,398; gasoline and 
oil $285,883; materials and supplies $359,403; rentals, office expenses, advertis- 
ing and miscellaneous expenses $138,903; depreciation and insurance $68,615. 

Mr. Harris: Before you leave that last bit there about depreciation and 
insurance, I would like to ask what was the depreciation for the year 1941? 

Mr. Symineton: On aircraft it was $567,953.87; on ground facilities it. 
was $140,571.12; a total of $707,000. 

Mr. Harris: Yes. What was the cost of the msurance for the year 1941? 

Mr. Symineton: I will get that for you in a moment: That insurance for 
1941 was $340,930.87. 

Mr. Harris: Who were the premiums paid to? Was it betweer a number 
of insurance companies? 

Mr. Symineton: Oh, there are pages of names here. 

Mr. Harris: What is the main item; for example, the 18 planes that you 
spoke about? They are insured, are they not? 

Mr. Symineton: The 18 planes are insured—except that we carry our own 
crash insurance. That is for the planes. 

Mr. Harris: You carry your crash insurance; do you pete hability 
insurance? | 

Mr. Symineton: No. 

Mr. Harris: What is the name of the company or organization which 
handles the liability insurance? 

Mr. Symineton: That is the British-America Insurance Company, Limited.. 

Mr. Harris: Where are they located? 
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Mr. Syminctron: They are in Toronto. I can read you what they carry: 
fire, in flight and not in flight, $1,494,400, transportation, not in flight; wind- 
‘storm, not in flight; land damage, not in flight. 

Mr. Harris: Who carries the liability insurance in flight? 

Mr. Symtncton: The same people. 

Mr. Harris: Have the claims for the Armstrong crash been settled, 
or are they still in court. 

Mr. Symincton: They have nearly all been settled, except the ones which 
are in court and I think the insurance company is taking an appeal on those. 

Mr. Harris: Who is taking the appeal? 

Mr, Symincton: The insurance company. 

Mr. Harris: Who is representing the insurance company—it is a Canadian 
organization? 

Mr. Symincton: Oh, yes; it is this company, the British-America Insur- 
ance Company. 

Mr. Harris: With headquarters at Toronto? 

Mr. Symincron: With headquarters at Toronto. 

Mr. Harris: How many claims have been settled? 

Mr. Symineron: Seven have been settled and there are two pending. 

Mr. Harris: And the two that are pending are to be appealed, I understand. 

Mr. Symincton: Appealed, yes. 

Mr. Harris: By the Canadian insurance company concerned? 

Mr. Symineron: Yes. The appeal, I may say, is being taken to settle 
apparently a legal point. I do not think there is any objection to the amount of 
the verdict. As you, I think, understand, there is a doctrine called res ipsa 
loguitur in law which says, “the thing speaks for itself”. If that applies to the 
air line company there will be responsibility in every case. The insurance 
company is anxious to find out whether the doctrine applies or not, and this is 
a particularly favourable case. If it does, it may have an important bearing 
on our future operations—when a Jury are unable to find any negligence. It 
is based on a legal proposition to the effect, if an accident occurs, is there 
liability? They are trying to settle that point, I understand. 

Mr. Harris: What is the total cost so far of premiums? 

Mr. Symrneron: $340,000; and that covers, Mr. Harris, a great number too. 
It also covers a number of different types of insurance. I was surprised when 
we came to review them: I can read you the headings, if you hke. 

Mr. Harris: Mr. Chairman, could it be put on the record? Would the chair 
permit that to be taken into the record? 

The Cuatrman: If the committee so desires; I have no objection. 

Mr. Symtncton: We will furnish the headings of the insurance carried. 

Mr. Harris: I was going to ask this witness Just one more question: how 
do insurance premiums compare with the liability, or the cost, if the company 
had its own insurance? 

Mr. Symineron: We were going over that last week, Mr. Harris; there 
are certain types of insurance which I think we could carry ourselves now that 
we are getting in a better position. 

Mr. Harris: Is it not a fact that the railway company as a matter of policy 
does not carry insurance to anything like the extent it is being carried by the 
air lines? ‘% 

Mr. Symtneron: Yes; that is so; except this, that the railway in common 
with the air lines takes out insurance for anything in the nature of a catastrophe; 
something where a large sum of money is involved, where it might hurt the 
company, where the risk is perhaps unduly great. 
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Mr. Harris: Mr. Chairman, does the T.C.A. follow the same policy as 
Canadian National Railways with regard to insurance; or, dealing with these 
individual items themselves—what I am getting at, Mr. Chairman, is; there are 
quite a number of insurance policies issued to Trans-Canada Air Lines for 
services rendered by the insurance companies which do not apply in the case of 
the Canadian National Railways, and I would like to have a statement as to 
why this directorate consider it necessary to carry certain insurances while 
the other directorate does not consider it necessary to carry like insurance? 

Hon. Mr. Howe: I think the explanation of that*is that one crash here 
could wipe out the capital of this company if it is bad enough. That is a 
considered risk which the railway does insure against. For instance, they insure 
the Canadian National Steamship Line’s boats; the loss of one steamship would 
wipe out its capital. 

Mr. Harris: I would ask that that statement be made as comprehensible 
as possible. 

Mr. Symineton: The Trans-Canada looks after their insurance quite apart 
from the railway altogether. 

Mr. BercovitcH: What is the total depreciation? 

Mr. Symineron: Do you mean the present reserve against; or the annual— 
I can give you the annual, I think. 

Hon. Mr. Howr: It is shown on the last page, here. 

Mr. SYMINGTON : The accrued depreciation to date is $1,858,365.86; and that 
was after writing off the Armstrong plane, the plane that was in the crash. 

Mr. Nicuontson: Do I understand that the cost of the insurance includes 
the losses at Armstrong? 

Mr. Symineton: I do not so understand. 

Mr. NICHOLSON: Might I ask how much the dependants of each person in 
pee), Crash were paid, how much they were paid in the case of a crash of that 
sort! 

_ Mr. Symineron: They are paid whatever settlement is made; or, whatever a 
jury awards them. 

Mr. Nicuotson: Are those figures to go on the record? 

The Cuatrman: Mr. Harris has asked that they be placed on the record. 

I would hke to suggest, gentlemen, if you would listen to the repartee that 
goes on between the speaker and the interrogator you probably would not have 
to ask a number of questions that are asked several times, thereby delaying 
the committee. , 

Proceed, Mr. Symington, please. 

Mr. Harris: Mr. Chairman, let us dispose of this first. 

The CHatRMAN: All right. 

Mr. Harris: The question asked was, what was the award that was made 
in the case of this crash at Armstrong; it is common knowledge, and it should 
go on the record. Hon. members here asked that question. 

The Cuarrman: He asked a question that had been asked by you, and that 
had been answered to you. 


Mr. Nicnotson: I do not think that question was the same. 
Mr. Harris: I think not, and I endorse what he says. 


Mr. Symrneton: I haven’t that figure here, because the verdict was in 
1942; but Mr. Larson informs me that the verdict in that particular case 
amounted to $19,400. 


Mr. Harris: You are speaking of the two contested ones? 
Mr. SYMINGTON: Yes. 
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Mr. Harris: What was paid with respect to the ones settled out of court? 
Mr. Symincton: $47,361.45, in total. 

Mr. Harris: That is the total amount? 

Mr. Symineron: Yes. 

Mr. Harris: How many cases? 

Mr. Symineron: I believe there were seven. 

Mr. Harris: And the unsettled amount is $19,000. Thank you. 


Mr. Symincron: These settlements, I may say, were of course made by the 
insurance company, not by us. 


Mr. Harris: And the latter were contested by the insurance company? 

Mr. Symrncron: Yes. They made the settlements, of course, under the 
insurance policy. They take care of these claims. 

Mr. Harris: If I might make another observation, I would say that the 
settlements that were made, to my mind, Mr. Chairman, have been reasonably 
good. As to the other two cases; as a layman, I do not know anything about 
the settlements being contested; the awards being lower than those obtained in 
the cases that were settled. I do not see why we should ask these unfortunate 
people, as in these two latter cases to undergo the delay and difficulty which the 
situation brings to them. I happen to know that they are in difficult circum- 
stances and that private citizens have had to come to the rescue in order to 
keep them going. . 

Hon. Mr. Hown: How do you know that to be the case? 

Mr. Harris: I put money up out of my own pocket; is that good enough? 

Hon. Mr. Howe: Of the two that were contested? 

Mr. Harris: Yes. I would rather the press would not put that in. 

Mr. Gray: Is it clear to you that this is not being done by the T.C.A. but 
by a private company? 

' Mr. Harris: Quite. 

Mr. Gray: I think it ought to be clear to all of us now. 

Mr. Harris: I am not saying it as any reflection on the T.C.A. Admittedly 
it is a case which might reflect on the whole organization if it is not promptly 
settled; and the appeal that I make now, inasmuch that the evidence has come 
out, is that the insurance companies issuing the policies under which they assume 
the liability of these risks should be of such a class and kind as will keep the 
good name of the T.C.A. on a very high plane when it comes to settling 
accidents. 

Mr. Symrncton: I can only say with reference to that that the company 
is I think one of the best; secondly, that we did everything we could to try to get 
them settled, but of course they have the right to defend. So far as we are con- 
cerned, we do not like the publicity of it. 

Mr. Harris: We do not, either. 

The CHAIRMAN: Next. | 

Mr. Syminetron: Operations and Development:— ~ 


Route miles operated at December 31 totalled 4,024, and daily 
scheduled miles 18,764, an increase compared with December 31, 1940, 
of 362 miles and 3,620 miles respectively. Revenue plane miles flown 
during the year were 6,384,651, as compared with 4,770,219 in 1940, an 
increase of 1,614,432. 97:2 per cent of the mileage scheduled was 
completed. Total miles flown, including training, amounted to 7,274,815, 
as compared with 5,258,984 in 1940. 


Mr. Hazen: What is that about training miles? 
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Mr. Symincron: That means training pilots and check tests of pilots. 
The CHAIRMAN: Next. 
Mr. Symincton: Passenger Service:— 

Revenue passengers numbered 85,154 in 1941, as compared with 
53,180 in 1940, an increase of 31,974 or 60 per cent. The average 
passenger journey was 520 miles, as compared with 551 miles in 1940. 
The percentage of passenger occupancy (passengers carried in relation 
to seat capacity) was 67 per cent, as compared with 63 per cent in 
1940. On the transcontinental service the percentage was 71 per cent 
as compared with 66 per cent in 1940. 

As an added service to passengers a central reservation bureau 
was established to control the assignment of space for all trips. 

In common with all air transport lines on this continent, the com- 
pany has suffered loss of revenue, and its prospective patrons have 
experienced inconvenience, because of “no shows”, i.e., passengers who 
make a reservation and then fail to appear at plane departure time or 
who cancel their reservations immediately prior to departure. Measures 
have been taken which are effecting an improvement in this regard. 


Mr. Hanson: What steps have been taken in that regard? 

Mr. Symincton: What we are doing now or trying to do is that we call 
up the people continuously, and three hours before the plane leaves they must 
take up their ticket and decide that they are going or they cannot get a 
seat. It is working out pretty well. I am not entirely satisfied with it yet. 

Mr. Donnetiy: Are there any special rates for the army or the navy or 
any militia men? 
| Mr. Symineton: No, sir, there are no special rates; there are some 
privileges in the matter of “must rides” which are limited. They must come 
from the department or from the officer commanding in Vancouver or Halifax, 
and they are strictly regulated. But on military service there are these 
“must rides” and somebody must give up a seat. But there is no discount 
or passes. | 

Mr. DonneLuty: Can you give us any idea of what the percentage of 
passengers in military service is? 

Mr. Syminaton: We have figured it as 80 per cent. 

Mr. DonneELLy: 80 per cent? 

Mr. Symincton: Now, that is not the services, but those on direct war 
work, manufacturing, munitions, and all that sort Of thing. “i hat, 80s per 
cent represents people who are travelling in connection with the war. 

5 Mr. Suaw: I judge from the statement made here that there have been 
no changes made in the passenger fare rates; am I correct in that? 

Mr. SymMINGTON: Yes. 

Mr. Suaw: How do present day rates compare with those when the 
service was first inaugurated? 

Mr. Symincron: They are the same. 

Mr. Suaw: From a previous statement I understand that revisions or 
reductions are being made in air mail-service in order, as you indicated, 
to offset too great a surplus in your operations; in other words, you are not 
contemplating the building up of a substantial surplus, and in order to offset 
that you are reducing air mail rates. Has any consideration been given to 
the reduction of passenger rates? 

Mr. Symineron: No eonsideration has been given to the reduction of 
passenger rates. The rates are the rates fixed by the board—filed with the 
~ board—and are the same as the United States rates on our competing lines. 
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- Hon. Mr. Howe: That is provided for in the Trans-Canada Act. 

Mr. Donnetiy: If 80 per cent is due to the war it seems to me that your — 

contention that you should set up a reserve is absolutely well founded. | 

Mr. Symineton: It may be, sir, but when I speak about it being due to,” 

the war it is a business war, and I think a good many of those enterprises — : 
will still be in business after the war; at least one would hope so. 

Hon. Mr. Howe: If we had ee the equipment we have we could sell 
twice the number of seats. The service is away below the requirement. I 
do not think there will be any falling off after the war. 

Mr, JAcKMAN: With regard to the air mail service, notwithstanding the 
decrease in the poundage rate paid by the post office the T.C.A. received 
$225,758 more in revenue from the post office for the service rendered, and 
the increases in passenger service and express and miscellaneous were even 
more substantial. JI wonder how it is that the witness can say that the 
increase in operating ratio was due to the decrease in the poundage rate. 

Mr. Symincton: The better position in the mail service arises by reason of 
the greater number of miles flown, and we are paid according to the miles flown 
for the mail. The minute you increase your miles you increase your expense, 
and instead of getting 60 cents we got 45 cents a mile whereas our expenses were 
the same or higher on the increased mileage. 

Ne JACKMAN: The extra pounds of mail do not cost you as much. 

SyMiINcTON: We get nothing for the extra cost of mail, it is mileage. 
The ae of the mail is all for the post office; we get our rate even though. 
there is not a letter carried. As it is added to that it goes to the post office. 
This mail can grow to a tremendous weight and that is all for the benefit of 
the post office and to our disadvantage because it is more weight to carry and we 
get no more for it. 

Mr. JAcKMAN: You did get $225,000. 

Mr. SymineTton: We got that because the mileage was increased from- 
Halifax to Moncton and from Toronto to New York and we added a service 
between Toronto and Montreal. .The minute we add to the mileage then our 
revenue increases, but an addition to the poundage of mail does not increase 
our revenue at all—it is the added mileage flown that increases our revenue. 
I see that you do not understand it yet. Our contract you see is so much a mile 
on an approved route by the post office, so that if you added, for instance, Toronto 
to New York we get an added mileage under the post office contract. 

Mr. Brercovircu: Whether you carry mail or not? 

Mr. Symincton: Yes, whether we carry mail or not. But they have the 
right to use it for mail, and if the mail is heavy we have to leave passenger seats 
vacant because the post office has the first call. That is, the heavier the mail 
we are carrying the fewer passengers we can put in. We get no more money 
but our revenue comes from the increased mileage. 

Mr. DonneE.LLy: You get paid so much a pound for every mile you fly. 

Mr. Symincton: No, so much every mile; the poundage does not matter. 

Mr. Donnetuy: For example, you put on two services across the continent. 
Now, do you get paid double mileage? 

Mr. SYMINGTON: Yes. 

Mr. NicHotson: The minister mentioned additional ane that could be 
used. I notice that the percentage of passengers is 71 per cent; is that as high 
a percentage as you hope to get? 

Mr. Symrneron: Well, that is considered to be a high percentage. You 
start out with a plane from eso going to Halifax. I suppose not one 
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passenger in ten would be going right through. One man might be going to 
Lethbridge, and if we do not pick up a passenger at Lethbridge that reduces the 
occupancy. If we could take in a passenger every time we stop and let a 
passenger off that would give us 100 per cent occupancy. Very often you 
start off with a full plane at Vancouver and someone gets off at Lethbridge and 
you do not fill that place until vou get to Winnipeg, and that reduces your 
percentage down in that case below 70 per cent of occupancy. You cannot 
occupy a plane that stops—unless it is a through one—100 per cent or anything 
like it; 71 per cent is considered a very high percentage of occupancy. 

Mr. DonnELLY: What is the American occupancy? 

Hon. Mr. Hown: There is no system in the States that ever reaches 70 per 
cent. They have always told us that it could not be done. Trans-Canada has 
the highest rate of-occupancy. 

Mr. Symincton: In industry 65 per cent has been considered the saturation 
point. 

Mr. BrercovircH: In the hotel business the same thing applies. 

Mr. Pouttor: Is it possible to know what mail is sent by the various depart- 
ments of government and what is sent by other people? 

Mr. Symineton: It is not possible for me to tell you, sir. I think the 
post office would have to tell you that. 

Mr. Pouuior: Are there any officers of the Post Office Department here? 

Mr. Symineton: I do not know, sir. 

_ Mr. Poutiot: Could they be called to give us that information? 

The CHAIRMAN: Yes, you can have them here if you ask for them; if you 
want to subject them to an interrogation. 

‘Mr. Pounior: I want to know what quantity of air mail is sent by the 
various branches of the government as compared to the mail from other people. 

The CHairMAN: Well, if the members desire that the post office officials be 
here to answer interrogations we will request them to come. 

Mr. SymineTon: I suppose we could place it this way, that our mail out of 
Ottawa is not out of proportion to our mail out of other centres, if you are speak- 
ing of government departments here. 

Mr. Pouuior: It might apply to branches of government throughout the 
country. 

: Mr. Syminecton: It may, but we have no means of checking it. The mail 
bags come to us and we turn them over to the post office at delivery. 

Mr. JAcKMAN: I wonder if the witness would tell us how they reckon how 
many passengers are on government business or belong to the services? 

Mr. Symineton: We make periodic tests in the traffic business in the air line. 
We have to keep very close touch with the passengers, not only for the purpose 
of communicating with them or knowing where their business is but also on the 
question of preference of rides for war as opposed to civilian business. 

Mr. JACKMAN: The only priorities that the T.C.A. grant are to men in the 
armed services? | 

Mr. Symineton: That is right. : 

The CHAIRMAN: Next item. 

Mr. Syminetron: Air Mail Service:— 

There was a marked increase during the year in the use made of the 
air mail service. Miles flown with air mail increased 34 per cent; pounds 
of air mail carried increased 50 per cent; and pound miles of air mail 
carried increased 60 per cent, all indicating an increasing mail load per 
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trip, resulting in more revenue to the Post Office. Mail loads now approxi-. 
mate 5,000 pounds per day. This represents about a quarter of a million 
air mail letters per day. On the transcontinental night trips the heavy 
mail load occasionally necessitates some passenger accommodation being 
withheld from sale. 


Mr. Nicuouson: I asked for the rates paid by the feeder lines on air mail 
carried. It was said they did not have that information before the rate was 
reduced from 60 to 45. It seems to me you should have that information—the 
rates paid by the Post Office Department to other competing lines? 

Mr. Symincron: That may be so, but you see our rate is fixed by an Act 
of the Parliament of Canada which says it-shall be 60 cents and each year an 
account will be taken to show whether we made a profit or loss and if we make a 
profit the air mail is reduced and if we make a loss the air mail rate is increased. 
It bears no relation under the statute to what they may be paying somebody who 
is running up to the north country; it is a thing separate and apart and is fixed 
by the Act itself. 

Mr. NicuHotson: Did I not understand that the reduction should not have 
_ taken place for some time? 

Mr. Symineron: The reduction which took place last April should not have 
taken place until now—at least December 31st. 

Mr. Nicuotson: Who brought pressure on you to reduce this rate? 

Mr. Symincton: The government said: you are making too much money 
and this is a war year and we want you to reduce your rate. Although we 
protested the rate was reduced. : 

Mr. DonneELLy: I understand at the present time they have a daily or a twice 
daily mail service between Regina and Moose Jaw and Regina and Saskatoon; 
is that the Transcontinental? 

Mr. Symincron: That is the prairie—the C.P.R. air services. It used to be 
the Prairie Air Services. : 

The CuarrMAn: Next item. 

Mr. Symineron: Air Express Service:— 

Air express service continues to gain in popularity as its speed and 
convenience are recognized. During the year 173,192 pounds of air 
express were carried, as compared with 105,788 pounds in 1940, a gain of 
64 per cent. The average distance a shipment was carried was 1,400 miles, 
or approximately the distance between Montreal and Winnipeg. 

Following the inauguration of the Toronto-New York service, arrange- 
ments were made with the Railway Express Agency and the Canadian 
National Express for an air express service between points in Canada and 
points in the United States. 


Mr. Suaw: Are these express service rates also established by statute? 

Mr. Symincton: No, they are established by the board; only the mail rate 
is established by statute. 

Mr. Suaw: Has anything taken place with respect to the rates charged on 
express ? 

Mr. Symincton: No, they are fixed by the Board of Transport Commission- 
ers, approved by them. They are the same rates as obtain in the United States 
and in Canada. 

Mr. Suaw: How frequently are they reviewed by the board? 

Mr. Symincron: When anybody makes a complaint to the board that the 
rates are unreasonable there is a hearing. 
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Mr. Suaw: I would judge that any individual could register a complaint? 

Mr. Symineron: Yes. 

Mr. Suaw: And he would register that complaint with the board? 

Mr. Symineton: Yes. 

Mr. DonneLuty: How does the air mail express rate compare with the rail- 
road express rates? 

Mr. Symineton: It is very much higher, of course. 

Mr. DonnetLy: What is the comparison? 

Mr. Symineton: I do not think you can make a comparison, but the air 
express rates are very much higher—three or four times at least. Really air 
express would only be useful in an emergency, nobody would use it ordinarily— 
if somebody wants fresh flowers or a piece of machinery in a hurry and it is worth 
while to pay for that service they pay for it. 

Service Extensions :— 

Service was extended from Moncton to Halifax on April 16th. The 
flight from Montreal to Halifax occupies less than four hours. The service 
is filling a definite need and is well patronized. 

The Civil Aeronautics Board of the United States granted the com- 
pany a licence to operate between Toronto and New York. An agree- 
ment was entered into with the city of New York for terminal facilities at 
La Guardia Airport and with American Airlines for the servicing of this 
eompany’s equipment. Service was inaugurated on May 10th on the basis 
of two daily trips and increased to three on June 16th. The extension of 
the service to New York provides a valuable passenger, mail and express 
connection to United States points and with Trans-Atlantic, Caribbean 
and South American services. 


Mr. Hanson: The minister stated a service would be inaugurated to 
Sydney; do you know when that will go into force? 

Mr. Symincton: That service is opening to-morrow. It has been flown 
for familiarization purposes since April and it is opening May Ist. 

Mr. Emmerson: Is that extension to Sydney alone? 

Mr. Symineton: No, Newfoundland. 

Mr. Jackman: Are the American services coming into Canada now? 

Mr. Symrincton: There is a service from Seattle to Vancouver, a short 


service into Lethbridge by the Western Air Line, a service into Winnipeg from 


Minneapolis by the North-West Lines and there is a service into Moncton by 
the Northeastern Lines. 

Hon. Mr. Howe: There is a service into Montreal. 

Mr. Symineron: I do not know whether that was originally Canadian 
Colonial Company—I think it is now a Colonial Company which is an American 
company. | 

Mr. JackMaAN: There is nothing coming into Toronto now? 

Mr. Syminoton:. Yes. 

Hon. Mr. Howe: Yes, the American Air Lines fly into Toronto from Buffalo. 

Mr. Symincton: Yes, they fly into Toronto from Buffalo. 

Mr. Jackman: The one flying from Toronto to Buffalo is the only one which 
competes with the T.C.A. service? 

Mr. Syminacton: Yes, the only one, and it is not competitive to any extent 
because it is not a through line. Our service to New York is a 2-hour service, 
and they cannot compete. 

Mr. Bercovircnu: Two hours from Montreal? 
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Mr. Symincton: Two hours from Toronto. 

Mr. Hanson: With regard to the service from Spokane to Fairbanks, Alaska, 
will they be allowed to take Canadian passengers? 

Mr. Symineton: I understand not, sir. 

Mr. Hanson: There are two services. 

Mr. SyMincton: Yes. 

The CHairMan: Next item. 

Mr. Symincton: Price Edward Island Service:— 


On April 15th, Canadian Airways Limited cancelled its service 
between Moncton, Summerside and Charlottetown. On request of the 
Postmaster General, Trans-Canada temporarily operated a service until 
December 8th, when the Post Office Department entered into a contract 
with Maritime Central Airways Limited. 7 
Property and Equipment:— 

Flight Equipment:—As of December 31, 1941, the flight equipment 
of the company consisted of :— 

12 Lockheed 14H Aircraft, equipped with two Pratt and Whitney 
Hornet engines each of 850 horsepower. 

6 Lockheed Qodestar Aircraft, equipped with two Pratt and Whitney 
Twin-row Wasp engines each of 1,200 horsepower. 

Retirements during the year were: two Lockheed 14H Aircraft 
requisitioned by the Dominion Government and one Lockheed 14H Air- 
craft destroyed in the accident at Armstrong, referred to in last year’s 
report. 

To provide for replacement of these three aircraft, and for additional 
flight equipment required for service extensions, the Office of Production 
Management, Washington, has allocated to the company six Lockheed 
Lodestar aircraft for delivery in August and September of the current 
year. 

A contract was entered into for purchase of Twin-row Wasp engines 
for replacement of Hornet engines in the 14H aircraft. Engineering 
work on this project was completed during the year and deliveries of 
the engines are now being made. It is expected that this programme 
will be completed by the late summer of 1942. 


Mr. JACKMAN: I think it was about two years ago when the matter of 
equipment was up that I suggested that possibly the T.C.A. should not expand 
its services at that time because of the very urgent need for those larger aircraft 
in the old country. The answer given to me I thought was reasonably satis- 
factory at that time, namely that those particular planes would not be used 
anyway and were produced in a factory which did not have orders in the 
United States, but I noticed an item in one of the American journals that the 
T.C.A. had had to give up certain of its planes in order to facilitate trans- 
oceanic flights or for other war purposes. 

Mr. Symincton: War work on this continent, carrying military people. 
Mr. Jackman: How many did you have to give up? 

Mr. Symineton: Two. 

Hon. Mr. Howe: We did not have to give them, we gave them. } 
Mr. JAckMAN: The commercial American air lines had already given them 


up. 

Hon. Mr. Howe: No, we gave the first two planes that went into that plan. 
Why do you want to make a statement like that? We presented the first two 
planes that went into that pool. ) 
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Mr. JAcKMan: The reason I made the statement is that I wanted to be 
sure we did our share. 

Hon. Mr. Hows: We were asked to lead the way and we did. We presented 
the first two planes that went into that pool. 

Mr. JackMAN: The T.C.A. was the first air line on this continent to give 
up planes for war services? 

Hon. Mr. Howe: That went into the particular pool you are talking about— 
fifty planes which were required overseas. 


Mr. Jackman: I do not know anything about the pool, but I do know that 
the commercial lines in the States did give up planes, and the article which I 
read said that the T.C.A. by reason of pressure by American air lines gave up 
certain planes. 

Hon. Mr. Howe: You should not believe all you read, especially in the 
isolationist press. 

Mr. Bercovircu: What would be the average life of a plane? 

Mr. Symineron: We depreciate them every four years, but the average 
life is longer. 

Mr. Donnetiy: After how much flying do you give a complete overhaul 
to each of your planes? 

Mr. Symineron: 600 miles in the air. They are continually serviced when 
they do come in, but a complete overhauling occurs after every 600 miles in the 
alr. 

Mr. DonNE.LLY: Where do you do that? 

Mr. Symineton: Largely in Winnipeg. We have a very finely equipped 
shop. there. 

The CHariRMAN: Next item. 

Mr. Syminetron: Ground Facilities: — 


The hangar at Montreal Airport (Dorval) constructed under 
arrangement with the Department of Transport, was completed during 
the summer. Agreements were entered into with Canadian Colonial 
Airways Limited, Northeast Airlines, Inc., and Quebec Airways Limited, 
to provide those companies with storage and servicing facilities in the 
new hangar. 

Aiwway Facilities 


Harly in the year the Department of Transport took over from the 
municipal authorities for the duration of the war the operation and 
management of the airports at Vancouver, Lethbridge, Calgary, Edmonton, 
Regina and Winnipeg. This measure was necessary in order to maintain 
adequate airway control because of the increasing use of the facilities 
by military aircraft for defence purposes. All airports in Canada used 
by the company are now under the direct control of the government. 

A continuing programme of improvements to runways, field facilities, 
lighting, and navigational aids was carried on by the Department 
throughout the year, including terminal airports and intermediate and 
emergency fields. Owing to the heavy military and commercial traffic 
over Canadian airways steps are being taken by the Department. to 
establish a system, similar to that in effect in the United States, of 
regional traffic control zones to expedite the movement of airborne traffic. 

The weather reporting service, operated by the Meteorological Branch 
of the Department, was extended and its personnel augmented to meet 
the growing needs of military and civil aviation. 

Runways and other field facilities of the Montreal Airport at Dorval 
were completed in August and the airport was opened on September 1. 
On the same date the St. Hubert Airport was transferred to the 
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military. The new airport is conveniently located to the city, and with 
the completion of the administration building early this year is one of 
the best equipped and most modern on the continent. 

The administration buildings at Malton and Ottawa were enlarged 
by the department to provide for the increasing volume of traffic. 


Mr. McCuutocu: When the mail service starts to Sydney is there any 
chance of New Glasgow getting into that field as a feeder? 

Hon. Mr. Howe: Is your field up to Trans-Canada standards? 

Mr. McCuuuocH: It is a growing community and the industries there are 
quite large. 

Hon. Mr. Howe: I do not think that it is possible to use that field for the 
present. . 

Mr. McCuutitocu: When the mail service is coming from Moncton to 
Prince Edward Island and Sydney will that be used as a feeder in the future? 

Hon. Mr. Howe: I do not think I can answer that in times lke these. 
We have always had it in mind as an intermediate stop. 

Mr. McCuituocH: JI know you had it in mind before. 

Hon. Mr. Hown: Yes. 

The CHATRMAN: Gentlemen, may I interrupt just for a moment with 
the query as to whether we will sit this afternoon. It is desirable that we 
should if the committee has no objection. Since there is no objection, we 
will meet at 4 o'clock. : 


Mr. SYMINGTON: 
PERSONNEL 


Personnel as at December 31, 1941, totalled 1,123, the comparative figures 
“being as follows:— 

December 31st 

1 1940 


941 

ACA TIBET ATT VC ye Bik eee etalon ce ae Lariat Kream EAU rar aie ae Nae a 13 Tes 
Captains; and Hirst) Oficersii: ii ca yale wie ae ene nee sae le aioe oes a 105 89 
SLO War desseg oe ee ag CPN A Re SruStaa 9 gleoie ie See aeInILE 54 40 
Maintenance and Overhaul ce .ocokie Wy oe bear ace ne ee 562 399 
Dispatch and a-Comm Unica tongs ys tiie eis dn 5 eae uy Sean eee aa 125 101 
Station: Spates iy yO ee are, tie la ati aC en 82 43 
AU eee bu Le mae GO ges ay ly eR UN Nae Kee Mir iM UE PIsinaMee yr ees NEN 5 4,1) IU 68 50 
Clerical, Storessand ‘General oso iG ieee se once Pee en 71 54 

Maintenance and Overhaul, Dorval, for British Overseas Air- 
Ways Aorporation seer so, ie ENO) eat ies or a ea 43 — 
M133 789 


As of December 31, sixty-six employees had enlisted for active service. The 
trend during the year was to employ women to release men for military service. 
As of December 31, 1940, there were only eighteen women employees apart 
from stewardesses on the company’s payrolls, whereas by December 31, 1941, 
this number has increased to one hundred and one. 

As from June 1, 1941, a wartime cost-of-living bonus has been paid to 
employees of the rank of foreman or under. 


Mr. SHaw: Before we leave that section: I notice here, paragraph 1, 
certain airports which were municipal were taken over by Trans-Canada Air 
Lines and managed by the government; what type of arrangement or agree- 
ment was entered into with a municipality with respect to the taking over of 
such fields? : 


Hon. Mr. Howr: The municipalities turned them over to us on the basis © 
of a dollar a year, we undertake to make all expenditures on airports as long 


as we have them. The chief purpose in taking en over was to make them 
available for military training. 
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Mr. SuHaw: After the war they will be returned, I presume, to the 
municipalities? 

Hon. Mr. Howe: Yes. # 

Mr. SuHaw: And all the improvement will be turned over to the 
municipalities? 

Hon. Mr. Howe: Yes, I should think so; that is, non-removable things—the 
runways and that sort of thing—the buildings, I presume, would be in a ee 


category. 


Mr. Hanson: Just before you leave that; what is the percentage of women 
to men in your employ at the present time? 


-. Mr. Symineton: It is 20 per cent. 


FINANCIAL 


Balance Sheet: 

The paid in capital of the company, $3,750,000, which has all been raised 
by the issue of capital stock, was not increased during the year. The reserve for 
depreciation increased by $546, 212, and now stands at $1,878,366. The self insur- 
ance reserve increased by $85,345 ae is now $292,172. 


Property and Equipment: 


Expenditures on property and equipment totalled $765,666, and retirements 
amounted to $513,460, resulting in a net increase in investment account of 
$252,206, as follows: — 


EXPENDITURES: 
Purchase of Pratt & Whitney Twin-row Wasp engines to 
replace Hornet engines—part payment............ $504,460 
Purchase of propeller assemblies and blades.......... 65,405 
Purchase of Bendix automatic radio compasses for 14H 
EAE GISELE ee rc Woe oe RUE a a ceo be Meters eas BSH eu 65,484 
SHOP aidaservigins, CQUIPMeNnt... wivowus Mowe s vukewet ers wes s 59,111 
(round eration radio eu iipeIent joe coe Nee he EF, 27,781 
Betterments to aircraft and aircraft equipment........ 9,748 
Betterments to hangars and other buildings............. 8,496 
Furniture and fixtures for offices and stations, and 
PRLS COLL ATER se kc iat ra Nees (aka) aa RA Mule mech. ee oe, 25,181 $765,666 
RETIREMENTS: 
Three Lockheed 14H aircraft with two spare engines.... $415.868 
SHELLY cUGOMeeen DT OCR NSOnCLS Let ueocHak 4 koe la ale Mikal sa 4 laes 73,710 
Propeller, ameem Dives rior cians ons ieee atte aah is han dle 9,575 
Servicing equipment and miscellaneous.................. 14,307 513,460 
Net change in investnent Accounts ei aie eee ye ay wig, $252,206 


_ Mr. Emmerson: In respect to the purchase of these Pratt & Whitney Wasp 
engines to replace the Hornets; I understand that the Pratt & Whitney were 
1200 horsepower and the others only 850 horsepower. 

Mr. Symineton: That is correct. 

Mr. Emmerson: Can these Wasps be assembled in the same plane in place 
of the Hornets without any remodelling of the plane? 

Mr. Symincton: They can, sir; but the plane would be over-engined. We 
are engaged now in converting these planes into lodestar size by lengthening 


them to put on the heavier engines; that gives us greater carrying capacity, of 


course. : 
Mr. JAcKMAN: What about the three Lockheed aircraft retired? 


Mr. Symineton: One was Armstrong; two, were the two that went to the 
War Services. : 
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Mr. JackMaN: And you haven't got those back yet? 
Mr. Symincton: We will never get those back. 
The CuHairMAN: Next item, please. Me 


GENERAL 


Special War Activities: 


The company has undertaken on a considerable scale the repair and overhaul 
of military aircraft, including engines, propellers and instruments. Throughout * 
the year the volume of work produced has shown a consistent increase. Women 
have displayed particular aptitude for certain types of work and an increasing 
number are being trained. The company’s shops are on a three-shift basis and 
full use is being made of all facilities. 


Maintenance and Overhaul of Aircraft Employed in Atlantic Return Ferry 
Service: 


An agrement was entered into with the British Overseas Airways Corpora- 
tion, under which Trans-Canada has undertaken the repair and overhaul of 
aircraft employed in the Atlantic Return Ferry Service operated by the Corpora- 
tion. A maintenance staff, the nucleus of which was provided from the Winni- 
peg repair base, has been organized at Dorval. The company will shortly 
undertake the necessary servicing requirements in Newfoundland in connection 


with this service. 


Service Eatenstons: 


Recent negotiations have resulted in an arrangement for Trans-Canada to 
establish an air service to Newfoundland. It is anticipated a regular daily 
passenger, mail and express schedule will commence on May 1 next. 

Because of this new service, and in view of the extent of the company’s 
existing operations in the Maritime Provinces, a divisional headquarters and 
dispatch centre has been established at Moncton, with jurisdiction over opera- 
tions east of Montreal, including Newfoundland. 

Transportation difficulties and unseasonable weather combined to delay 
the completion of airports and other facilities on the airway being constructed 
by the Canadian Government for military and commercial aviation between 
Edmonton and Whitehorse, Yukon Territory. The airway will be completed 
and suitable for main line operation in the autumn of 1942 and Trans-Canada 
will then extend its services to that territory, thus providing a direct main line 
service from the United States and Canada to Alaska. 


Outlook for 1942: 

The outlook for 1942 contains many uncertainties. There is every indica- 
tion of a further increase in traffic on the services now operated and of a substan- 
tial volume of traffic from the extension of services planned. Work on direct 
war contracts for the overhaul of military aircraft, engines, instruments and 
accessories will expand considerably and place additional burdens on the super- 
visory and skilled personnel of the company, but these will be accepted cheer- 
fully. The company’s equipment and plant have been well maintained and are 
in good condition. 
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On July 24, Mr. H. J. Symington, K.C., became President of the Company, 
succeeding Mr. 8S. J. Hungerford who resigned from that position and from the 
Board of Directors. Concurrently, Mr. R. C. Vaughan succeeded Mr. Hungerford 
as a Director. 


ee 


The directors record with pleasure their appreciation of the loyal and capable 
services of the officers and employees of the company. 


For the Directors, 
H. J. SYMINGTON. 
President. 


The CuairMAN: Is there any discussion at this point? 

Mr. Sanperson: Where are these shops located? 

Mr. Symineron: The main shops are at Winnipeg—we have a shop at 
Malton, and at all our airports—but the main shops are at Winnipeg, Malton 
and Montreal. Some of the work done in these shops is on account of war service 
and the demands of this nature are growing very rapidly. I am informed that our 
costs are below that of anybody else giving a similar service. 

Mr. Donnetty: I believe it was stated that every 600 miles you give an 
engine a complete overhaul—how many man-hours does it take to give a complete 
overhaul to these engines? 

Mr. Symineton: It takes 450 man-hours. 

The CuarrmMan: If you would care to file a copy of that material. 

Mr. Syminoton: I will. 

Mr. Mayspanxk: Where is that cost-plus that you referred to reflected in the 
income account; that $303,000? 

Mr. Symineron: Mr. Cooper, could you answer that? 

Mr. Cooper: That is on page 10, under the heading of gross revenue and 
incidental services. 

Mr. Maypank: That $303,964.44? 

Mr. Cooprr: That is it. 

Mr. MaysBank: Is that pretty well made up of these cost-plus jobs? 

Mr. Symineron: Yes. 

Mr. MaysBanx: Or, does it come from some other place too? 

Mr. Symineron: No. That includes the overhaul of instruments including 
bomb-sights, camera guns, and all other instruments of British, Canadian and 
American manufacture for the R.C.A.F. It includes the overhauling and 
conditioning of metal propellors; the overhaul of engines to the account of the 
Canadian government and Ferry Command—we do overhaul of engines for Ferry 
Command before they go across the ocean if there is anything wrong with them. 
It includes B.O.A.C.—that is, the transport engines of the British Overseas 
Airways Corporation. It includes the overhaul of plane engines at Winnipeg 
for the R.C.A.F.; if there are crashes or injuries to planes; the overhaul of twin- 
engined aircraft for the R.C.A.F. at Malton, and the rebuilding of aircraft after 
accidents. Flight personnel—we do test work for others; that is, generally, with 
respect to overhaul, at both Vancouver and the Maritimes. It includes the 
servicing of R.C.A.F. aircraft moving.out of T.C.A. stations; and all B.O.A.C. 
ground work at Montreal. 

51901—3 
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Mr. SuHaw: Referring again to these shop operations, I notice it is operated 
on three eight hour shifts; is that throughout the whole week? “sy 

Mr. Symineron: It operates throughout the whole week, but every employee 
is given one day off in seven. 

Mr. Hanson: I would like to ask this question: you said that it is the inten- 
tion of the air lines to extend the mail service to the new airports in 1942? 

Mr. Symineton: Regular mail service is taken over by Trans-Canada when 
a new service is established; and once Bae take over the mail is carried at what- 
ever rate is then established, 

Mr. Hanson: I understand there is a service at the present time from 
Edmonton to Whitehorse? 

Mr. SyMINGTON: Yes. 

Mr. Hanson: But that there is no mail service at the present time; will that 
be included later? 

Mr. Symrineron: I do not know what the post office are going to do about 
that; that is their arrangement; but, of course, if Trans-Canada flies what we 
might eall New York- Toronto- Winnipeg-Regina- -Edmonton-Whitehorse-Alaska, 
mail will be carried throughout the route; but what arrangement would be made 
for the use of the branch lines—l presume they would stay the way they are. 

Mr. Hanson: However, that is up to the Post Office Department? 

Mr. SyMIncTon: Yes. 

The CHAIRMAN: Next item, please. 
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Mr. Donnetty: What about this $2,250, “investment in affiliated com- 
panies”; what company is that? 

Mr. EneuisH: In connection with our service into New York there is an 
operating company which operates the airport terminal services there, and each 
operating company is required to take out so many shares of stock in that 
operating company. 

Mr. Nicuouson: This item of accounts receivable, appears Mies large; how 
do you account for that? 


Mr. Cooper: I would say that since the turn of the year tha item has all 
been paid in, with the exception of $50,000. I can give you the details if you like. 
Most of it was due from the Post Office Department. Here are the details: 


A/C 104 Accounts RECEIVABLE 


Post: Office yWepar Creme a ois a ays one eee etme eee a Reyes hana $494,388 79 
Department of Munmaions (andy Supply sores eee ek) wea ea cece 83,153 04 
Department:\OF SENBRSBOTE Vi. oc cael eRe ees Lc eiaye moat eee 61,352 37 
‘Department? of: National Deferice.. 42 si feb cieeicie siete, Sates sare 53,437 88 
RoyalwiAir “Foreesiferry ; Command: leona weenie cies ate cay ak enters 42,154 31 
British ;OverséasseiRven ys oe ew soe, ee eee er eae aT Oe cab een es 31,787 62 
Province Of Ontarians Tigo el Sian sl ie Re mneMR c ae (asl eee dee 35,218 03 
‘| QuebeGauieay ss SPN LT A rs aS. 8 A I PRL agi) 2 14,443 56 

4 SSM anitGb ae ei aw eae Oe eo ae gk ne aes gece ea 11,095 64 

ra SFA Tb Orbiter alia, Until Wi Soy ae ee ec he 7,762 68 

KS m. Baska tebig vean h 0s 04 ee akon rae a ct ss A Se 5,983 25 

i. “ Britishy Colombians sic. oC oe be ater tee reg oer ee 22622252 
Yukon’ Southerm Atretransport. osc. womee cece tae ree se clones 5,684 49 
Northeast. ‘Air Ange meek ol. Greig ae en Ngee a eae ts | ae 4,288 73 
Miscellaneous. (2h Oge ei ea koa a ORR Ie ah eee ck oie em en 20,780 52 


$874,153 43 


Mr. Nicuotson: Then, how about this next item, traffic balances receivable; 
‘can you give us the detail as to that? 


Mr. Cooper: Yes, that is made up as follows: 


A/C TRAFFIC BALANCES RECEIVABLE: 


American Airlines cle eee WN aie as wit! oe caemeea s? a ace hau, ten meena es $79,582 49 
United Air’ Lames eee Teer as Lode ot 10k oases oy a Noa me AR 63,301 56 
Department) of WNabronal |Delence 2si5) htua.vre ele dale sate a ae ialets nee 22,917 98 
Canadian Nationale arlwaye eo 2.6 ou Niels .s im oadcoar. ener Avie ae neers 21,143 21 
North westi:Arrli ness Bice iat ule FA ek ek Bh rave uae aa are ee 18,994 70 
Canadian’ ColdnialeAa mamas. Fy. weer wah se bicaeabene ahecale cue s eae ae 7,928 90 
Transcontinental), western Air.) Ine.) hice ene ee ae ee eee 7,592 76 
Bastern AIP nee tae ndccs 2 auc eS se Se ie 3 Nope ais ROL 7,344 94 
Cahadian' Wate Lins reser oo arin hee oe el ae ee eee 5.126 90 
United States “Mederali Government. ..2. 4%... seen a ee ee ees 4,023. 94 
Western: CanadianiGaerhound ., 27.1. cic: 29:9 eee oad waves ais one ee 3,041 45 
Miscéellaneous—undert $3,0008). 3. ics 's obo abet elas lassie basta ee Aa smia 12,376 05 


$253,374 88 


Mr. Nicuotson: Those accounts should be all right, I think. 


The CHatrMAN: We have the O.K. of the chartered accountant below 
the financial statement so I think we can now proceed to page 10. 


INCOME ACCOUNT 


. YEAR ENDED 318ST DECEMBER, 1941 
Gross REVENUE: 


Paspeng er y fay nee 0 yas clolahs ia cae ie Sale: cic NOMBRE RDO Bs ent ne adien lak shee. $2,348,428 46 
Ma ate ae ay 2 ae Pp A ee ee A EG BY 3,058,120: 95 
bq 9) 1. a Ce A ON CRU es og! Nl ore oe awa SR vasa 78,811 56 
Excees): | Bageawer sss 5 av w ik aera els oie Mice ea Seta Uae Nekh Rates 18,341 12 
Other #Jrahsportation so es ac cis oe Gee eR. ee 127: 50: 
Ineidental {Services oy Ou. OF Osh ealeieaye eee eee oa ae ee eae 303,964 44 


Tatas iia sie a BAR Cle Mar 90s sath de oe RU ance ke EAMG a tas oto ahd $5,807,794 03 


fe eee 


RAILWAYS AND SHIPPING 27 


INCOME ACCOUNT—Con. 
YEAR ENDED 31ST DECEMBER, 1941 
OPERATING EXPENSES: 


Aircraft— ; 
Operation and Maintenance................ $3,011,315 13 . 
EST TGC RAMON TW 2d atrdiok ot on he HR ah ok on ELIT Peo 567,953 87 $3,579,269 00 
Ground Facilities-— 
Operation ‘and Maintenance................ $1,029,651 13 
BVCPYECTAUION Dae dels D0) aie ode a ec al here Ma 1405971 12 'YA070,222 '25 
Burereoal | Services rae sca emes aos Ais far mMeMape ly wines tie ole erat 155,488 20 
PT ranie and: GeneralsAdministration . 2. trod aes coo ee da 394,260 97 
Mix MACHU LG ACen cea A Lea eo inate BUM PI ATE Ge aS 6,895 58 
FOREMAN OS: OLG Ue sm RTO Pune cig sce) ae eR Pg alae hal 2 P24 
Ba) Veneset dn ral TON A TEVESUCE ok oa.) el cia tea dent come Chale otek oade’s bis stele 187,500 00 
SECU TIM Oe Ra eS, 8 2 re gener MMB RRRRO ey UME NES 0 on at $5,505,357 24 
pobe a epi} 2 9 Saray BNE ea ine No ae ae gO ERD YE eee mek TO eRe $ 302,436 79 - 


STATISTICAL DATA 


YEAR ENDED 31ST DECEMBER, 1941 


odie, Mp fenperOnerated o, snide! souls Haire on Peek Mba g 4,024 
Plane Aiiiies) EtowrsRewv em denis ec ewe ee f Ve ee ads 6,384,651 
Plane Miles Flown—Non Revenue. ........00. cece cece sence cece 890,164 
Reventie Rarsenversi@arried Mosel. hesihosbs setae: ae Mage ears 85,154 
Percentage sof ‘Passenger Occupanty +... ic. ce cee cee cece che we 67 
Average Passenger Journey—Miles... 02.0... 0.0. cece cee cee wes 520 
mire Mana arried— Gouna serue venice l oe Me aaa ove. oe 1,389,614 
Hxprese Carricd--P Onn dora e ann Ree) ress ee eee 173,192 
Hxcess | baggages Carried=—Pounds. ont rie per saiee coe ce eh .k 112,924 


; Since the inception of operations the company has flown a total of 15,063,735 plane miles 
In revenue service and a total of 85,943,053 passenger miles. 


Mr. JAckKMaN: Number of plane miles flown—non-revenue, this bears quite 
a high relationship to the plane miles flown—revenue; is that all for training? 


Mr. Symineton: That is all for training; or, for example, when we start the 
Newfoundland service, which we expect to do on the 1st of May, for one month 
our pilots familiarize themselves with the ground fields, temperatures, and every- 
thing else relating to safe flying. That is non-revenue mileage. Also the train- 
ing of pilots and refresher courses. Then, after a plane has been reconditioned 
it is flown quite a high number of miles by test pilots putting it through all sorts 
of things to see that it is in good shape. 

Mr. Donne ty: Do you think that your depreciation figures is high enough? 

Mr. Symineton: It has so proved over four years. I do not think we would 
be allowed by the government to write off any faster than that. Our engines 
are written down on the basis of service; thatis, the engine itseli—so many hours. 
We have had to boost that, they say we are taking too much depreciation. These 
things are adjusted in accordance with experience. I would say, sir, that our 
depreciation is adequate. 

Mr. NicHoutson: In connection withsthese plane miles flown—non-revenue; 
it seems to be a fairly high percentage—have you the percentages of the previous 
years available? 

Mr. SyminetTon: I can get that for you. It is roughly the same, Mr. Larson 
informs me. It varies naturally, once you open up a new route your revenue 
miles increase because you have got to familiarize your pilots with these routes. 
As long as the system extends there is bound to be a large percentage, relatively, 
of non-revenue miles. 
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Mr. Nicuoxson: I notice here incidential services, $303,964.44; what are 
some of these incidental services? | 

Mr. Symineron: I will ask Mr. Cooper to give you that? 

Mr. Cooper: The incidental services are as follows: 


511 Buffet jand“Restaurant Service. Lee ovitcsepeghakwaeees 7,092 14 
514 COMMISSIONS SE ee a CL nha Zp ANN hha Moore OBEN Tolaso 
515 Fuel and Oil—Sales rip alto YR ed Jk 2p ARTE OL US eS RL oo) 89,768 71 
516 Repairs. and ‘Service—Sales /... L720k thee weiner eidin © oie ay 130,893 33 
DIGAT HL anNPar i SLOLA SEs oy sz e's \¢ ahs ola Bene ems a cam oe oa ah ya ae 8,098 96 
517 BROT E8 se aks ee ie SR a OS TRUE ep a ee oa a en 6,278 26 
518 Other Incidental Revenue foci ess Mineaee SE ela eee oie euner 61,081 29 

EU GEML iy ts walt te tat cl Pa eeetaS ican ahh a 7a ao UNS Ie BS eV pest a at aa $5,807,794 03 


The Cuairman: I might say, gentlemen, that during the recess the doors 
will be locked_so it will be quite safe for you to leave your papers here. 

Mr. Nicuouson: Are we through with the T.C.A.? 

The Cuarrman: I think we have the auditor’s report before we are entirely 
through with it. 

Mr. Symincton: There is no auditor’s report, except the signature which 
you have on the financial statement. 

The Cuarrman: All right. I do not know whether Mr. Matthews will refer 
to this again when presenting the report of the auditors. However, we will 
adjourn now to resume at 4 o'clock. 


The committee adjourned at 1 o’clock p.m. to meet again at 4 o’clock p.m. 
this day. 


AFTERNOON SESSION 
The Committee resumed at 4 o’clock. 


The CuHarrMAN: Gentlemen, when the committee rose at 1 o’clock we 
had just finished a review of the report of the Trans-Canada Air Lines. I 
presume the first order of business would be a motion for the adoption of this 
report. 

Mr. McCuttocu: I move that the report be adopted. 

Mr. SanpERson: I, second that motion. 

“Mr. Hanson: Before the motion is put I would like to ask as a matter of 
courtesy for a breakdown of the item accounts receivable. Perhaps the officials 
would file that before the motion is put. | 

Mr. Cooper: That was put into the record this morning. 

Motion agreed to. 


The Cuatrman: Now, if it meet with the approval of the members of 
the committee the officials of the Canadian National transportation system 
would like us to consider the report of the National Steamships Limited. We 
will proceed with the report and Mr. Vaughan, the President of the Canadian 
National Railways, will read the President’s Report. 


Mr. R. C. VauGHan: ‘(Reads):: 


The Honourable P, J. A. Carpin, K.C., M.P., 
Minister of Transport, 
Ottawa. 


Str,—On behalf of the directors, I beg to submit the annual report 
of Canadian National (West Indies) Steamships, Limited, for the year 
ended 31st December, 1941. 


RAILWAYS AND SHIPPING 29 


The comparative operating results are as follows: 
: Per 


1941 1940 Increase cent 
Operating TEVENUCE Vows. oes $6,756,463 57 $5,750,341 42 $1,006,122 15 17°50 
Operating expenses......... 5,029,106 60 4,545,306 51 483,800 09 10°64 


Operating profits........... $1,727,356 97 $1,205,034 91 SiO 22son2 06 


Details of operating revenues and operating expenses are given in the 
accounting statements accompanying this report. 

The cash surplus for the year, i.e., the amount by which operating 
revenues exceeded operating expenses and bond interest, was 
$1,205,656.97, which will be paid to the government as interest on 

advances (current and arrears). The corresponding figure in 1940 was 
$666,101.57. | 

The Lady Somers, which was requisitioned for war service on October 
3, 1940, was lost during the year as a result of enemy action while 
serving as an auxiliary cruiser. The Lady Hawkins (Commander H. O. 
Giffin. R.C.N.R.) also was lost as a result of enemy action while south- 
bound on January 19, 1942. The Directors very much regret the loss 
of these two fine ships. They also take this opportunity of expressing 
their sympathy with the relatives of the passengers, officers and crew of 
the Lady Hawkins who lost their lives in the tragedy. Pending settle- 
ment for the value of the Lady Somers the asset has been retained in the 
accounts at the original cost of the vessel, less depreciation accrued in 
the accounts to the date of requisitioning. — 

Two vessels, the Dalwarnic and Canatco, owned by the Canada 
Atlantic Transit Company, a subsidiary of Canadian National Railways, 
have been chartered for West Indies trade, replacing vessels of the com- 
pany assigned for service to the Far East. 

On July 24th, Mr. R. C. Vaughan became a Director and President 
of the company in succession to Mr. 8. J. Hungerford who resigned from 
the said offices. 

The Directors again express their appreciation of the loyal service 
rendered by the company’s officers and employees under the stress of 
wartime conditions. 


The CHAIRMAN: <Any discussion? 

Mr. Hazen: Mr. Chairman, in connection with the loss of the Lady 
Hawkins on January 19, 1942, I wonder if Mr. Vaughan could tell us if that 
ship were armed before she sailed? 

‘Mr. VauGHAN: Yes, she was. 

Mr. Hazen: Could you tell us if Captain Giffin, the master of the ship, 
wrote the company complaining of lack of proper armament? 

Mr. VaucHan: I could not say that. I did not hear of that, but in any 
event, those vessels sail entirely under the direction of officers of the navy and 
it is the navy which decides whether they should have a convoy or not. 

Mr. Hazen: If he did write such a letter would it come to your attention? 

Mr. VaucHan: Well, it probably would. I have never seen such a letter. 
I have not heard that he wrote such a letter. 

Mr. Hazen: Is it possible such a letter would go to someone else? 

Mr. VaucHan: It may be possible that such a letter was written. 

_ Mr. Hazen: If it was written and you did not receive it whom might it have 
been received by? 

Mr. VaueHan: It would probably go to Mr. Teakle, General Manager of 
the Canadian National Steamships Limited, Montreal. 
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Mr. Hazew: Is he here? 


Mr. VauaHan: No, he is not here to-day. We can get him here if neces- 
sary. I think I can answer most questions, but I cannot answer that particular 
question because I have no knowledge of such a letter ever having been written. 


Mr. Hazen: You say it is possible such a letter could have been written? 


Mr. Vaucuan: I could not say that such a letter was not written because he 
may have written it. I can say this—I do not know how much of this would 
be desirable to go on the record because the navy have, asked us to keep as secret 
as possible everything that happens in connection with the movements of these 
vessels—I do know that some of our captains have felt that they should have 
escorts. 


Mr. Hazen: I understood that Captain Giffin did write a letter. I do not 
know whether it should be tabled or put in the record, but I was told that such 
a letter had been written. 


Mr. VauGHAN: I can ascertain if such a letter was received and let you know 
in the morning. 


Mr. Hazen: I will appreciate it if you do that. 

Mr. VaucHAN: Yes, we will do that. . 

The Cuairman: Any further discussion? 

Mr. Hanson: What is the value of the Lady Somers? 

Mr. Cooper: The original cost is $1,779,000. 

Mr. Hanson: You have depreciation? 

Mr. Cooper: After deducting depreciation the ledger value would be 
$1,167,000. . 

Mr. Hanson: That stands as an asset to the company? 


Mr. Cooper: That is the value at which the asset is carried in the accounts 
but I would not say it indicates the real value of the vessel. 


Mr. Hanson: That is the value in the accounts. 

Mr. VauGHAN: The replacement value would be more. 

Mr. Hazen: Have you still some ships in the West Indian trade? 

Mr. VAUGHAN: Yes, a number. re 

Mr. Hazen: Are you satisfied with the armament on them at the present 


) 


Mr. VaucHan: That is difficult to say. 

Mr. Hazen: Has any convoy system been provided for ships? 

Mr. VaucHaAN: I could not tell you that because our boats only move 
when they are released by the navy and they travel entirely under the direction 
of the navy. We do not know whether they are convoyed or not. 

The Cuairman: Will we proceed with page 6? Mr. Armstrong will read this. 

Mr. ARMSTRONG: 
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Mr. Hazen: How many vessels does the company own? 

Mr. VAuGHAN: They are all on the last sheet, on page 10. 

Mr. Sanperson: What was the deficit in the previous year, December, 1940? 

Mr. VAUGHAN: The deficit after all charges was $12,733. 

Mr. SanpEerson: About $2,000,000 less? 

Mr. VaucHan: No, the actual surplus without amortization of discount, 
interest due government and depreciation on vessels is $593,216.83, but the profit 
after taking into account interest on the bonds is $1,205,656 against $666,000 
last year. That is on page 9. 

The CHAIRMAN: If there is no further discussion shall we continue on page 8? 

Mr. JackKMAN: The auditor’s report shows that the Lady Hawkins was lost 
in January, 1942, and was insured in the insurance fund in the amount of 
$1,500,000; what was the book value? 

Mr. VAaucHAN: The book value is about the same as the other boat, $1,100,000 
or $1,200,000. 

Mr. Cooper: The Lady Hawkins, $1,689,000; accrued Seuee ia eold to 1941, 
$640,000. 

Mr. Ross: Have you any information with regard to uncompleted voyages. 
The breakdown includes uncompleted voyages at the end of the year. Could we 
have some more information on that? 

Mr. Cooper: That is the accrued revenue and expense on voyages which are 
in progress at the end of the year. We only take into the income account the 
income and expenses on voyages which are actually completed—certain vessels 
are on voyage at the end of the year—and the revenues and expenses of those 
uncompleted voyages are carried in this account. ; 

Mr. Ross: That includes uncompleted voyages during the year? 

Mr, Cooper: Yes. 

Mr, Jackman: On the Lady Hawkins the original cost value is $1,689,000, 
after.the depreciation which shows on your book is $640,000, leaving a net book 
value of $1,049,000, and yet you had your own insurance fund for $1,500,000 
which I presume you collected from your insurance fund and paid into some other 
fund. How do you handle that? 

Mr. VAuGHAN: There was a certain amount of that war risk which was 
insured outside. The Lady Hawkins was all in our own fund. 

Mr. Cooper: It is our purpose te place the $1,500,000 in a replacement 
account. 

The Cuarrman: I am sure that the members of this committee do not hear 
what is going on. I am in the centre of the circle and I have difficulty myself. 

Mr. Cooprr: I understand that Mr. Jackman was enquiring what we propose 
to do with the $1,500,000. 

Mr. JAcKMAN: I asked how you handle it in your account. You-had an asset 
of $1,049,000 and you get $1,500,000 from yourselves. I want to know how you 
handle that. You are getting more back by reason of the sinking of the ship. 
Mr. Cooper: I think Mr. Jackman is interested in the book profit. 

Mr. JACKMAN: Yes. 

Mr. Cooper: It is a capital gain. It will be taken up through the surplus 
account of the company. ; 

Mr. Hazen: You only get back $1,049,000. 

Mr. Cooper: We collected the insurance value $1,500,000. 

Mr. JAcKMAN: From yourself, from the insurance fund? 

Mr. Coopsrr: Yes. 
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Mr. JAckMAN: I have not had time to examine the ce thoroughly to 
see if it in any way enters into the operating accounts. 

Mr. Coorrr: The Lady Hawkins was not lost until 1942. Its loss has no 
place whatever in the 1941 accounts. There is a reference to it, however, in the 
report of the directors as a matter of information only. 

Mr. JackMAN: On the Lady Somers, what is the contention with regard to 
the loss, or claim against the government? 

Mr. VauGHAN: We have made a claim for what we think is a fair valuation 
of the boat. What we are asking for is that we be settled with on the same basis 
as the Imperial government is settling with other steamship owners who have lost 
boats under the same conditions. If we can do that it ought to give us something 
in the neighbourhood of $2,000,000. 

Mr. Ross: Was the Lady Somers requisitioned by the Canadian or British 
government? 

Mr. VauGHAN: By the Canadian government for the use of the Imperial 
government. She has been in the service of the British government, not in 
the service of the Canadian government. 

Mr. JAcKMAN: In the president’s report he mentioned: — 


The cash surplus for the year, 2.e., the amount by which operating 
revenues exceeded operating expenses and bond interest, was $1,205,656.97, 
which will be paid to the government as interest on advances (current 
and arrears). The corresponding figure in 1940 was $666,101.57. 


How much of that will go to current interest and how much to arrears? 

Mr. Cooper: That is shown on page 9, Mr. Jackman; the interest charged 
to income during the year 1941 was $346,000—that is current interest. The 
remainder is arrears. 

_ Mr. JAcKMAN: You have paid about $320,000 of arrears? 
Mr. Coopmr: We paid considerably more than that. 
Mr. JAcKMAN: Yes, I was looking at the 1940 book. 
Mr. Hanson: What kind of freight is being brought up from there now, do 
you still bring bananas and things of that kind? 
Mr. VaucHAN: Substantial quantities of bananas from certain of the islands 
like Jamaica; molasses and the usual commodities produced in the West Indies. 

The CHarrMAN: Well, gentlemen, if we were to continue with page 8 and 
look at these figures we might get some of this information that is now being 
asked for in a general way. 

Mr. JackMAN: May I just put one question first: mention was made that 
you were carrying more war risk insurance; is that a change in policy since 
last year? 

Mr. VaucHAN: We have changed the policy to some extent since the hazard 
has become greater in that trade. I may say that they are under the British 
scheme of war risk insurance. 

Mr. Jackman: And there is no concern because of any new type of risk 
either directly or indirectly connected with the war that the insurance reserve 
may not be adequate for the purposes of the company. 

Mr. VaueHan: That was not the principal reason, although that was a 
factor; indeed, if we should lose this whole fleet we would not have enough money 
in the insurance reserve to replace them. 

Mr. JAckMAN: The war risk insurance is the only thing that is a cause for 
concern and the occasion for placing the insurance outside of the company. This 
war risk insurance is the only type that you are placing outside? 
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Mr. Vaucuan: We are still carrying the marine risk. 
The CHairMAN: We will now proceed with page 8. 
Mr. ARMSTRONG: 


CONSOLIDATED PROFIT AND LOSS ACCOUNT 
At 31st DECEMBER, 1941 


Balance at 3lst December, 1940—Deficit...................005 $10,683,998 87 
Surplus as per Income Account, year 1941.................... 593,215 83 
Balance at 3lst December, 1941-—-Deficit.............. 0.00 cece $10,090,783 04 


Mr. VaucHAN: I perhaps should have said Mr. Jackman, that these boats 
are going all over the world to-day. We do not know where they are going to 
be sent to-morrow. Some of them were sent to the far east and in the rubber 
and other trades. 


The CHarrMAN: How did your deficit for the year 1941 compare with the 
year 1940? 


Mr. VauaHan: There is no deficit this year, 
The CHatrman: I know; I mean for 1941 as compared with 1940. 


Mr. VaucHan: We show a surplus after everything this year of $593,000 
against a deficit of $12,000 last year. 


The CHAIRMAN: That is an improvement. 


Mr. JAcKMAN: Might I ask how that surplus compares with budget Reh: 
as reported to this committee last year? 


Mr. VaucHan: It was, I think, greatly in excess of it. 


Mr. Armstrona: Last year’s budget showed an income available towards 
payment of interest on advances by the Government of Canada of $500,000; that 
corresponds to $1,205,656. In the actual results for the year there is an improve- 
ment of about $700, 000. 


Mr. JAcKMAN: Over that budget? 
Mr. Armstronc: Yes. 


The CHArRMAN: Possibly that will be shown in the figures on page 9. I 
think we had better have page 9 read. 


Mr. ARMSTRONG: 


CONSOLIDATED INCOME ACCOUNT 


Year Year 
1941 1940 
OPERATING REVENUE: 
Brey oly P gt renee en oc uae teitte BAO) cian $5,358,734 12 $4,854,623 81 
Passenger RP Se NC ae SO ite oh cas ae i Ae 937,156 16 565,269 13 
Baggage, Express and Miscellaneous....... 169,280 00 85,443 52 
Sheree tear ct te terete spy isc Renee 201.564 96 201,564 96 
CAT GSE ee exe a ste eck a he rae eaters 89,728 33 43.440 00 
TT Ot alin (oc bs Sees eee sas oC ee ae ea $6,756,463 57 $5,750,341 42 
OPERATING EXPENSES: 
CHOSEDMV GV AVERY 2% 0a oy ee pi eatels meme $4,891,699 67 $4,422,651 63 
Management and Office Salaries.......... 101.093 93 88,974 81 
Rent tauds Waker ee Ne en eae 9,466 80 9,466 94 
Office Supplies and Expenses............. 26,460 99 22,295 03 
AGVErtising eyes cell aig ula ae tree ele ‘ 3,807 57 3,579 00 
Interest and Exchange. ..........000200 0 3,422 86 1,660 90 


SORE sinned se eeu Petes oles po Seales ye deat age $5,029,106 60 $4,545,306 51 
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Operating Ratio 443% 79-04% 
Operapinis PTOUyes sae: areas ie 850 a $1,727,356 97 $1,205,034 91 
Interest.on Bonds held by Public.............. 470,000 00 470,000 00 


Hixehangedonm We seh Wan cess ee ales anece nuts 6 is 51,700 00 68,933 34 
$1,205,656 97 $ 666,101 57 


OTHER CHARGES: 


AMOFti Zabol: Ob VISCONNULN on sais ld oaaiene« $ 3,094 44 $ 3,094 44 
Fnterest’” due, Goverment... 2.2.5... Jee 346,701 38 346,661 24 
Depreciation jan, Wesselse:y cts. he onc'ecorelon 262,645 32 329,079 87 

ROR GLA hy ta Peis Ri de Wt Sarg ih 2 i piecemeal 2 . § 593,215 83 § - 12,733 98 


Mr. Hazen: Why is the depreciation down this year? 

Mr. Coorrer: Due to the fact the Lady Somers was lost, and depreciation 
discontinued. 

Mr. Hazen: The item, net operating revenue—passenger; does that include 
revenue received from carrying troops? 

Mr. VauGHANn: Yes, that would include all passenger revenue. 

Mr. JAcKMAN: Is a certain amount of tourist business being done at the 
present time? 


Mr. VaucHANn: There is very little tourist business in recent months. People 
are not taking ocean trips now unless they have to. We have been moving 
troops and people from the United States going to the islands of Trinidad and 
other naval bases. 

Mr. Hazen: I notice advertising is still rather high; what is the ee 
tion of that when there are not so many tourists? . 

Mr. VaucHAN: There may have been a carry-over there; I am not sure, but 
it is a very small amount. We are doing practically no advertising, except a 
little newspaper advertising so that people may know that the boats are sailing 
on or about certain dates. 

Mr. Hazen: I notice that management and office salaries are increased 
somewhat? 

Mr. VauGHAN: You are speaking about dollars and cents—that is largely 
because of the cost of living bonus. 

Mr. Hazmn: Is that 15 per cent in this instance also? 

Mr. VaucHan: No, it would hardly be that. It is not worked out on exactly 
' the same basis. We have had to readjust our wages all around to meet certain 


scales being paid by other people, so we may have a different scale of wages for 
different. trades. 


Mr. JACKMAN: What has been the course of ocean freight rates? 

Mr. VauGHAN: It has been up, very substantially. Expenses have increased 
very materially on account of war risk, the cost of coal and oil, and other 
expenses. 

Mr. Hazen: The wages of the seamen have gone up? 

Mr. Cooprr: Yes, their wages are up. 

Mr. Hazmn: Where are they in the statement? 

Mr. Cooper: In the first item there under operating expenses—expenses 
of closed voyages. 

Mr. Hazen: About what percentage has ite wages of the seamen increased? 

Mr. Cooprr: I think they were increased 25: per cent in 19389. 

Mr. VaveHan: I think about 25 per cent. We had to give certain bonuses, 
and we have had to follow the British Maritime Wage Scale where our ships 
are serving in the same trade. 
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Mr. Hazen: In connection with officers and men who lost their lives on the 
Lady Hawkins, or on any other vessel, is any provision made for them? 

Mr. VAUGHAN: Yes, the provision is made by the Canadian government. 

Mr. Hazen: Not by your company? 

Mr. VaucHan: No, sir. 

Mr. JacKkMAN: Is that a special wartime regulation? 

Mr. Vauauan: Yes, they have regulations in connection with all vessels that 
engage in trade on the high seas. 

Mr. JAcKMAN: But they are no more applicable to your company than 
they are to all the rest? 

Mr. VaucHAN: Oh, no; we are treated exactly the same as any other 
steamship line. 

The CHarrMAN: We come now to page 10; I think that should be in 
the record. 

Mr. ARMSTRONG: 


FLEET AS AT 3lst DECEMBER, 1941 


Gross Deadweight 

tonnage tonnage 
addy rake ye ey wae wis pig Cee ils uk eR Ba tte Polk Aa re. ile a 7,985 6,370 
Tad y, Hawkes Se bh sie Gi se se Ae a le Wee are 7,989 6,370 
iaty Neto.) ieee ss tetris 61s e an hee Pies bby ei ai 7,970 6,370 
Hady “Rodney sai epee so up Siu: SN is Pie 2a es ele eg 8,194 4,665 
Cathea mbes (Osa Mae ien an ei cdey eels ous GRR IRIMIEME daahetteNe CETUS ISG i 3,708 2,950 
Chay elder aC Soe ae LSS ce) cal pO RAL MN RD hele enty tart ep 3,663 2,950 
Chomedyeny 2b Geers BCS CE ames Lata Wha en te eR 6,136 8,600 
Sol borne stay Le ee oe eek ooh in. aye ake etme ph ema Ly ge 6,230 8,650 
CJOL Wale he ee CATS CUNT eS ae aes Soe ets oh ea Nees dat 5,458 8,390 
COGHNEGEAR Se a. chase REA sate edly eladelin ka erate em IN es ttn i AC Nailer Bb adhe eves 1,789 2,781 

59,122 58,096 


ASSIGNMENT OF FLEET DURING YEAR 1941 


SERVICES Vessels 
Eastern Passenger BTA TENG. oooWie ie sc ileme ea ae ate NE Ne oh hee Seaman 3 
Bastern ‘Wreicht and War, Waste.) 0. iis. sae ae helen ine Mi te ee iets plea 3 
Western Passenger and Freight............cc sees n cee esecrcecerv et eceeces 1 
Western ee Fer Mts ae UN Oe: CARO RN arnt ee 2 
CE ar FOL PO TERE eget sew Gs Owe lk Glu arleteioe etal latte qi tee 6 te kale day Lae CL SPORE Dien) coats a etm ieai ss 1 
10 


VOYAGES COMPLETED DURING YEAR 1941 


SERVICES Voyages 
Eastern Passenger and Freight..........cccseccec ccc ees rec etceccees cee ee 23 
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Mr. Hazen: Where do these vessels now sail to, take these ones on the 
western voyages? f 


Mr. VaucHaAN: ‘The ships in the western service go to Bermuda and from 


Bermuda to Jamaica—that is what we call the western route. 
Mr. Hazen: What is the eastern? 


Mr. Vauguan: What we call the eastern voyages here go down through 
the various islands, Nassau, St. Kitts, St. Lucia, Trinidad, Barbadoes and 
British Guiana. 


% 
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The CuatrMan: If there is no further discussion a motion to adopt this 
report will be in order. 
Annual: Report of Canadian National Steamships Limited, adopted. 


The CuarrmMan: We now come to Canadian National Railways. Mr. 
Vaughan, will you proceed, please. 


Mr. VAUGHAN: 


CANADIAN NATIONAL RAILWAYS 


te MONTREAL, 10th March, 1942. 
THE HONOURABLE P. J. A. CARDIN, K.C., MP., 


Minister of Transport, 
Ottawa. 
Sir, 
_ In conformity with The Canadian National-Canadian Pacific Act, 1936, the Board of 
Directors submit the following report of the operations of the Canadian National Railways for 
the calendar year 1941. 


RESULT OF OPERATIONS 


Increase or 


1941 1940 Decrease 
Operating revenues...... $304,376,778 12 $247,527,224 81 $56,849,553 31 
Operating expenses...... 237,768,437 13 202,519,812 88 35,248,624 25 


Net operating revenue... $ 66,608,340 99 $ 45,007,411 93 $21,600,929 06 
Other income and profit 
and loss requirements.. 12524 7,025 13 11,532,968 88 714,056 25 


Net available for interest $ 54,361,315 86 $ 33,474,443 05 $20,886,872 81 
Interest on funded debt 


held by public........ 44,698,226 88 48,701,523 73 4,008,296 85 
Interest on government 

Woamiay i2y aides erates 5,646,762 24 1,737,963 50 3,908,798 74 
Cash /snrplusy ac ukwe eens $ 4,016,326 74 $ 16,965,044 18 $20,981,370 92 


The CuarrMan: Is there any discussion here? 

Mr. Hanson: That is the highest year we have had? 
Mr. VauGHAN: Yes, the best year we have had. 

Mr. Hanson: Better than 1929? 


Mr. JAcKMAN: The interest on the funded debt held by the public is given 
here; the interest on government loans cannot be estimated. 


Mr. Jackman: Vested securities. They have not turned them over to you 
yet? | 
Mr. Vaucuan: No. 


Mr. Cooprr: They are held by the Minister of Finance as collateral for the 
loan made by the dominion. 


Mr. McCuutocu: I think it must be very gratifying to show a statement 
like that. 


Mr. VaucHANn: All our staff have done a very good job, and the result is a 
vindication of the policy of our management in keeping the road and equipment 
in reasonably good physical condition in the years of depression to meet an 
emergency of this kind. 


Mr. Hanson: How does it compare with the highest peak year before? 
Mr. VauGcHAn: I think the peak year before was 1928. 

Mr. Cooprr: Yes. 

The CHAmRMAN: There was a surplus of $15 millions that year, I think. 


Mr. Coorrr: In 1928 our net revenue was $54,859,000. That compares 
with $66,608,000 in 1941. 


Mr. Hanson: What was the lowest year, 1932 or 1933? 
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Mr. Coorrer: 1933 was the year in which the gross revenues were the lowest; 
they were down to $148,000,000. In 1941 they were more than twice the gross 
revenue of 1933. 

Mr. Hanson: What was the deficit that year? 

Mr. Cooper: The operating net revenue was $5,000,000. After interest the 
deficit was $58,955,000. That compares with the figure of $4,000,000 surplus in 
1941. As regards final deficit, however, 1931 was the worst. In 1931 the deficit 
was $60,900,000. That was the worst year from the point of view of total deficit. 
We are about $65,000,000 better in the final result in 1941 as compared with 1931. 

Mr. Sanperson: Much better. 

Mr. Hazen: In how many years have you had a cash surplus? 

Mr. Cooper: After paying interest? 

Mr. Hanson: Yes. 

Mr. Cooper: In 1926 we had a surplus of $1,500,000. In 1928 we hada 
surplus of $3,500,000. 

The Cuarrman: After paying all charges? 

Mr. Locxuart: I should like to refer to the operating expenses in relation 
to the operating revenues. It costs $35,000,000 more to obtain an increase of 
$56,000,000. Does that seem to be satisfactory to the railway? 

Mr. VaucHaN: We think it is. That is mentioned, I think, at the top of 
page 5. We go into that in a little more detail. 

The CuHarrman: I think perhaps you ought to mark these places and come 
back to them a little later on. 

Mr. VAUGHAN: It shows that out of every additional dollar earned, we saved 
49 cents. 

Mr. JAcKMAN: In regard to that operating ratio of 78-12 per dnt I notice 
the C.P.R. operating ratio for last year, before taxes, was 71-65 per cent. Are 
there any taxes that they include in figuring their ratio that you have to pay or 
are these simply corporation taxes? 

Mr. VauGcHaNn: I could not answer that. We come back to the old question 
of standardized accounting and we do not know just how they keep their 
accounts. I do not mean to say for one minute they do not keep them correctly; 
I am sure they do, but they are not entirely on the same basis as ours. 

Mr. JACKMAN: How are members of the committee going to make a compari- 
son with that which should be readily comparable? 

Mr. VaucHan: Put the C.P.R. under your jurisdiction and bring them here. 

Mr. JackMAN: I think business men generally feel the operating ratio of the 
Canadian Pacific Railway is, according to their figures, which I believe are 
generally acceptable, somewhat better than that of the C.N.R. 

Mr. Vaucuan: They did not save as much of the additional earnings as we 
did. 

Mr. JAcCKMAN: No; I realize that may be so, but theoretically to start with 
they could not be expected to save as much. 

Mr. VauGHAN: It is very difficult for us to answer in contiection with the 
C.P.R.; we do not know. They have a lot of advantages that we have not. We 
operate much more unprofitable mileage in unsettled districts than they do and 
our traffic density is not as great as theirs, and in the final analysis our fixed 
charges are nearly double theirs. 

Mr. Jackman: You do not include fixed charges. in the final SpA ae 
the operating revenue, of course. 

Mr. VaucHan: No: 
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Mr. Hazen: You are carrying soldiers going on leave, I understand, at 
one-third of a cent a mile, or at the rate of one-third the regular rate. 

Mr. VaucHan: I have not got the exact charge here, but there was a special 
arrangement made by both railways with the Department of National Defence 
under which on certain leaves, not all leaves, but certain leaves, I think, where 
it was two-thirds of the one-way fare or something of the kind. One-third was 
paid for by the government— 

Mr. Hazen: The government is paying some? 


Mr. VaucHan: Yes. I think it is here. It says these fares were based on 
two-thirds of the normal one-way fare for the round trip, one-third of the one- 
way fare payable by the Department of National Defence and one-third pay- 
able by the holder of the warrant; the other third is the amount of reduction in 
fare assumed by the railway. 

Mr. Hazen: You are getting two-thirds of the regular rate. Are you 
making any profit on that? 


Mr. VaucHAN: On some we make a profit and on some we do not. By 
and large there is very little money in the passenger business. 


Mr. Hazen: Very little? 


Mr, VaucHaAN: Very little money in the passenger business. It has always 
been a drain on the railway. We have usually shown a substantial loss on our 
passenger business. 

The CHarrMAn: That is to say, on all railways? 

Mr. VaucHan: Yes, practically; on certain trains they make money, but 
if they have a widespread business like ours, by and large they will not make 
money on the passenger traffic. 

Mr. Lockuart: Are there many passenger trains run for the soliders? 
I know there are a,lot of passenger trains taking troops going overseas and back, 
but I am speaking of the movement generally back and forth. 


Mr. VauGHAN: No, unless an arrangement is made with the Department 
of Transport. We frequently find that we need extra trains, because of the 
soldiers moving on leave in large numbers and we have to sometimes split the 
trains up into sections. That frequently has been done. 

Mr. NicHoutson: What policy is followed in splitting the business between 
the railways in competing points? What share are you getting? 

Mr. VaucHan: I think that was up last year. We do not have any say 
as to the division of the business. That is under the control of the department. 
We are trying to get as much as we can. 

Mr. Nicuotson: I recall last year you were not getting your share, taking 
into consideration the mileage you have. I was wondering if there was any 
adjustment, 

Mr. VaucHAN: We still think we are not getting our share. 

Mr. Nicuoitson: Have you any figures available that the committee may 
have? 
Mr. Vaucuan: No, we have no figures to show definitely the amount that 
is paid by the department for the movement of troops and other services to 
both railways. 

Mr. Hazen: Have you any figures available to show how you estimate 
your loss on carrying passengers? 

Mr. VaucuHan: That was done at one time; I do not think it has been 
done in the last few years. 
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Mr. Coorer: It was a theoretical estimate based on pro-rates and averages | 
and the final result did not mean a thing, and we gave it up. | 

The CuairMAN: Neither the reporter nor myself nor these men down here 
can hear anything. 

Mr. Sanperson: May I ask this question, Mr. Chairman? Are you losing 
money on the traffic with the soldiers, carrying them here and there? 

Mr. VaucHan: On troop trains I do not think we are losing money to-day; 
IT do not believe we are making any money on them, but I do not think we are 
losing any. Where we get business in volume like that, with heavy trains and 
all coaches filled, they can be handled to much better advantage than otherwise 

Mr. Hazen: Do you know for a fact you are losing money on your 
passenger service? 2 

Mr. VaucHaN: I could not say that to-day. That would be something that 
would require very close analysis. It is‘a very difficult thing, as Mr. Cooper 
has said, to divide your expenses as between passenger and freight rates—it is 
almost impossible to do it. 

The CuarrMAn: Is it not a notorious fact that passenger trains have always 
been looked upon as a kind of liability and loss to the railway? 


Mr. VaucHan: Generally speaking, yes. 

The CHAIRMAN: That has been my impression and information. 

Mr. Hazen: That would be prior to the war. 

The CHAIRMAN: . Since they have run passenger trains they have always 
run them at a loss. 


Mr. NicHotson: Coming back to this question of the division of business. 
The president stated he did not think the C.N.R. was getting a fair share. How 
has the picture changed now as compared with a year ago, for example? 

Mr. VaucHan: I would say about the same. 

Mr. NicHotson: What seems to be the difficulty? This is a company 
that should be getting the break rather than the competing hne getting the 
larger percentage. What seems to be the trouble? 

Mr. VaueHan: These are difficult questions to answer. I think you will 
have to ask some one here in Ottawa. 

Mr. NicHoLtson: It is not because you have not been trying to get it? 

Mr. VAaucHAN: That is right. 


Mr. Hazen: Up to the present time have you experienced any increases 
in passenger traffic due to the restrictions on gasoline? 

Mr. VaucHan: There has been some increase to that end, a certain 
increase to date, but there has hardly been sufficient time to judge what is 
the final result. We do expect to have to handle a lot of additional passenger 
traffic as the result of the gasoline rationing. ) 

Mr. JacKMAN: I notice there has been a decrease in the requirement for 
interest on funded debt held by the public and there has been an increase in 
the interest payment to the government on loans for capital purposes. What 
rate do you pay the government for the advances that you get from them? 

Mr. Cooper: We are paying 34 per cent. 

Mr. JAckMAaN: That would about equalize the average rate on the 
securities the government is holding. 

_ Mr. Cooprr: A fraction less than that, a fraction less than the average 
rate on the repatriated securities. 


Mr. JackmMAN: A fraction less than the average rate on the repatriated 
securities? 
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Mr. Cooper: The decrease in interest on the funded debt paid to the public 
1s mainly with respect to the Grand Trunk 4 per cent debenture stock. The 
interest charged by the Government is 34 per cent. The two things do not 
equalize exactly to the half of one per cent because of additional capital 
borrowing. If you turn to the top of the next page, Mr. Jackman, you will 
see we say “The primary reason for the decrease in interest paid to the public 
and the increase in interest paid to the government lies in the repatriation 
of the G.T.R. 4 per cent debenture stock—” 

Mr, Jackman: What are you doing with your operating surplus; is 
that added to your working capital account? 

Mr. VaucHan: We gave a cheque to the government. for it. 

Mr. JAcKMAN: You have paid it under the statute, and did it come back 
as some evidence of indebtedness? 

Mr. Cooprr: That is 1942 business. 

Mr. JAckMaN: In 1941 you had a cash surplus of $4,000,000 odd. 

Mr. Cooper: It was not paid until March of this year. ’ 

Mr. JACKMAN: But you paid that under the act. Does the government 
give you back one of your notes when you pay this back? 

Mr. Cooper: I think they will. 

Mr. VaucHan: That is what we are expecting. 

Mr. Locxuart: To what extent has the issuing of free passes increased 
since the beginning of the war? Have you.any idea of that? ' 

Mr. VaucHan: I do not think it has increased. We are watching the 
issuance of passes very carefully. As you know, during the holiday season of 
Christmas and New Year’s we restricted the use of passes to emergency cases. 
Mr. Lockuart: Would you say there has not been an increase? 

Mr. VaucHan: I do not think so. 

_ Mr. Sanperson: You bought some Victory bonds? 

Mr. VAUGHAN: Yes. 

Mr. SANDERSON: ‘To what extent? 

Mr. VaucHan: Out of one of the funds we had, out of the pension fund. 
Mr. JAckMAN: Do you consider your working capital is quite ample for 
the present needs of the railroad? 

Mr, VaucHan: We think it is. Of course, our working capital require- 
ment has increased very materially on. account of the increased pay-rolls and 
materials. 

Mr. JAckMAN: You do not feel there is a surplus there? 

Mr. VaucHAN: No, I do not think so. It takes a lot of money to run a 
railroad the size of ours with all the material we have to buy and the pay- 
rolls we have to meet. 

Mr. Nicuotson: What are the possibilities of increasing the railroad stock 
to meet the demands that are likely to be made on it? 

Mr. VaucHaNn: You will come to that later on. We have quite a substantial 
quantity of rolling stock on order, which is in the estimate. 

The CHarrMaNn: Could we go ahead now, Mr. Vaughan, please? 

Mr. VauGcHAN: (continuing) The financial result of the operations of the 
national railway system in 1941 was better than in any previous year. Net 
revenue, after the payment of all operating expenses, was $66-6 millions, an 
increase of $21-6 millions over the previous year. The cash surplus, after the 
payment of taxes, interest paid to the public and to the government, was 
$4,016,000, an improvement of $21 millions over 1940. 
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Operating Revenues . 


Operating revenues totalled $304,376,000, an increase of $56,849,000 or 23 9 
per cent over the preceding year. The gross amount was approximately equal | 
to that of 1928 and was more than double that of 1933. Only two other railway 
systems on the continent had larger gross revenues. The increase on system 
lines in Canada was 23-3 per cent and on system lines in the United States © 


ALS per) cent, } 
Freight revenue increased $45,030,000 or 23-1 per cent. In 1941 the 

railway moved the largest tonnage of freight in its history. It moved the 

equivalent of 27,199 million tons one mile, an effort 20 per cent greater than 


in the previous peak year of 1928. The increased freight revenue over 1928, - 


however, was only 5 per cent. 


Passenger revenue increased $10,191,000 or 47 per cent. Measured by — 
passenger miles, passenger traffic increased 57 per cent, but the increase in © 
revenue was not proportionate to the increase in volume because of the low — 
fares for members of the armed forces and special rates for workmen’s trains © 


serving munition plants. The average revenue per passenger mile was 1-8 cents, 
an all-time low. 


The increased activity in rail transportation was reflected in the other 


revenue accounts, such as switching, demurrage, mail, sleeping car, chair car, © 
dining car, and commercial telegraphs. Express revenue, however, was less _ 
than in 1940 due to the diminution of certain movements of gold bullion which ~ 


were unusually heavy in that year. 


Mr. Poutiot: Now, Mr. Vaughan, I think there is something being done — 


regarding the centralization of balance sheet departments, is there not? 
Mr. VaucHaANn: Of what departments? | 


Mr. Poutiot: Something being done about the centralization of balance 
sheet departments? 


Mr. VaucHan: Yes, there is; we are considering centralizing certain of — 


our accounting departments. 


Mr. Povuuiot: And I have a list here for the central region. May I put it | 


on the record as it is here or shall I read it? 
Mr. VauGHan: Whichever you prefer. 


Mr. Povutiot: It is a list of the prospective transfers from various places to | 


Toronto, and I presume the same thing is contemplated in all regions. 
Mr. VaucHan: That is right, sir. 
Mr. Pouuiot: What is the reason for that, Mr. President? 


Mr. VaucHAN: We think we will have increased efficiency and a very 
substantial saving in dollars and cents. 


Mr. Pouttot: Is the present system not working well? 


Mr. VaucHan: The present system is working all right, but we see an 


opportunity of saving several hundreds of thousands of dollars. Also we felt 
that at this particular time there would be less likelihood of disturbing or 
at least throwing men out of employment when they ’can get positions elsewhere. 


We will, of course, take care of all of our older employees, although some of — 


them will have to move. 


Mr. Povuttor: You have received representations from various public bodies 
like municipal councils? 


Mr. VaucHaNn: Through some bodies we have received representations, yes. 


Mr. Pouuior: Protesting against the scheme? 


Mr. VaucHan: Yes. It has probably been worked up by our own employees — 


who do not like moving away from the particular town in which they have 
lived for some time. 
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Mr. Pouuior: If this is done, will you maintain the general superintendents 
just the same? 

Mr. VauaHan: Yes. There will be no disturbance in any of the operating 
officers or mechanical officers. It is purely accounting. 

Mr. Poutior: Will there be the same justification for their position if the 
accounting is not any more under them? 

The CHatrman: He means will it be condensed, I suppose. 

Mr. VaucHan: There will be no change or disturbance in the operating 
positions; general superintendents and superintendents of regions and_ their 
officers will not be changed. The only officers that will be changed will be 
accounting officers. 

_ Mr. Pouttor: Is that just prospective or is it decided finally? 

Mr. Vaucuan: We are working on it now and it is actively in hand. 

Mr. Poutior: That is to take place at the end of the calendar year? 

Mr. VaucHAN: Yes. In some regions the work will be done sooner than in 
others. I think the central region will probably be the last, because it is the 
-largest. 

Mr. Pouttor: I have a letter here. That letter is headed “System Adjust- 
ment Board, Canadian Brotherhood of Rly. Employees, Montreal, March 30, 
1942; S.A.B. Circular No. 209, File SAB-C-151; to all Local Divisions, Canadian 
Brotherhood of Rly. Employees and Other Tr. Workers, Canadian National 
Railway.” (Reads letter.) 

The Cuairman: I do not believe that letter should go into our records. I do 
not know that it makes any difference, but it means a lot of unnecessary 
printing. We can discuss it here if we desire to do so. 


Mr. McCuttocu: Most of the members received one of those letters. 

The Cuarrman: I do not think it should go into this record. I do not think 
it has anything to do with it. 

Mr. VaucHan: It is entirely a matter of efficiency and economy. 


Mr. SAnpErson: Mr. President, if you follow that course, you will put a 
lot of men out of employment, will you not? 


Mr. VaucHan: No; very few. I think Mr. Cooper can give you more 
detail on that. 


Mr. Cooper: So far as getting down to details is concerned, we have only 
dealt so far with the western region. I might say that after a canvass of all the 
employees affected, those who will be transferred from the different division 
points to Winnipeg, almost without exception the employees have expressed a 
desire to be transferred... Only those who will not be required, those who are 
redundant, have any cause for dissatisfaction. But on the western region, these 
employees all have less than three years’ service. We do not feel we have any 
great responsibility for people whose service is as short as that. 

The CHatrMAN: Less than three years? 

Mr. Cooper: Less than three years. Everybody with more than three 
years’ service will be taken care of, and will be taken care of in a way which 
they have agreed to and are satisfied with, and in many cases are very pleased 
to see it happen. ' , 

The Cuairman: How large a percentage are going to be put out, would 
you say, Mr. Cooper? 

__ Mr. Coopmr: On the western region, out of 354 people, sixty-five will not 
be required. 

Mr. SANDERSON: Will you please speak a little louder, Mr. Cooper? It is 
difficult to hear. It is not your fault; it is the fault of the room. 
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Mr. Cooper: I should like to mention in’connection with this change it was 
decided we would give each district engineer an accounting clerk, and we chose 
the division assistant accountant to stay with the district engineer; but in every 
case except one they asked that they be permitted to remove to Winnipeg. The 
reason for that is a perfectly sound one. The opportunity for this staff in the — 
Winnipeg office will be measurably better than it is in the district and divisional 
offices. At the present time the advancement which is open to these small | 
staffs is very limited. They cannot go very far. By moving into the central — 
accounting office at Winnipeg, they have the opportunity of going as far as, say, 
the regional auditor’s position, which is quite a responsible position. 

Mr. Sanperson: What about the province of Ontario—London, for instance? 


Mr. Cooper: After we have dealt with the western region, we intend to 
move to the central region. Centralization having been agreed to in principle, 
and having some regard to the practicability of making these changes, we have 
to do it in stages. We thought it would be advantageous to deal first with the 
western region, then with the central region, and then move to the Atlantic 
region, the thought being that complete centralization would be effected before 
the end of this year. I might say that, as far as I know, the Canadian National 
Railway is the only railway on the North American continent which has not 
centralized its accounting either on a regional or on a headquarters basis. 


Mr. Hanson: Is the C.P.R. centralized? 

Mr. Coorer: The C.P.R. is more or less centralized in two places: in 
Western Canada and in Montreal. They have what they call district account- 
ing, which is a stage in between division accounting and regional accounting. 
Most of the large railways are at least on a regional basis and quite a number 
of them are on a centralized basis centred at headquarters. sh 

Mr. Poutror: Is that done in view of possible regulation of the railways 
in the near future? 


Mr. Cooper: Not in any way, Mr. Pouliot, no. It is done essentially in 
the interests of efficiency. It is also due to the fact that under present conditions ~ 
we are finding it very difficult to get the clerical staff we need to perform the: a 
work that has to be done. The work of the railway has increased tremendously, — 
and members of our staff are enlisting. We are confronted with restrictions -in 
the engagement of staff to replace them, and I think it is inevitable that steps 
of this sort should be made effective if the railway work is to be continued. 
We have to do more work, and we have to do it with less staff; and that is what 
centralization of accounting is intended to do. Incidentally, we expect to save 
some money. 

Mr. Nicuotson: At how many centres is this work now being carried on 
in the central region? 

Mr. Cooper: We have Fort William, Port Arthur, Dauphin, Regina, Sas- 
katoon, Prince Albert, Calgary, Prince Rupert, Vancouver and Winnipeg. In 
future all this accounting work will be done in Winnipeg. We feel too that this 
is a good time to do it. Any one who might be displaced at this time has all 
sorts of opportunities to go and find work. If we waited until things were 
slack, then you would be confronted with a personnel problem. We have 
thought of this plan, as a matter of fact, for several years. We have hesitated 
to do it because of the damage that would be done to the people whose positions 
would be abolished. This seems to us to be a very desirable time to introduce 
a centralization plan of this sort. The relatively few people who might be 
displaced, as I see it, will not have the slightest difficulty in leaving the railway 
service and finding other employment. But in every case the people displaced 
will have relatively very short service. I should like to repeat that those 
who are transferred to the centres will have considerably better prospects. The 
position of chief accounting officer of the Canadian National Railways will be 


es ee ee ee ee ee nee 


ee ee ee ee 


RAILWAYS AND SHIPPING 45 


open to every one of these employees. Previously their horizon has been a very 
restricted one. The best they could hope to become would be chief clerk to a 
superintendent or something of that sort. 

Mr. NicHotson: Will it be possible to transfer them without any reduction 
in salary? 

Mr. Cooprr: That is our intention. We do not intend to reduce salaries 
at this time. 

Mr. McCutuocu: You feel it is good business tactics? 

Mr. Cooprr: Yes. . 


The CHAIRMAN: Gentlemen, before going any further, we might consider 
the prospect of this committee sitting to-night. 


Some Hon. Mempers: Oh, oh! 


The Cuarrman: All right. I see it does not meet with the general wish. 
So then if you are not in favour of it, we will let it go. .That is what I wanted 
to find out. Will you proceed, Mr. Vaughan? 


Mr. VAUGHAN: Yes. 


Operating Expenses. 


Operating expenses totalled $237,768,000, an increase of $35,249,000 
or 17-4 per cent over the preceding year. The wartime cost-of-living 
bonus granted to employees on lines in Canada from June Ist, 1941, cost 
the railway $6,108,000, of which $5,508,000 was charged to operating 
expenses—the remainder being charged to investment account, hotel 
operations and separately operated subsidiaries. Increased rates of pay 
granted to employees on the lines in the United States under the United 
States railway labour mediation agreement cost the railway $769,000, of 
which $701,000 was charged to operating expenses. Apart from these 
charges the increase in operating expenses brought about by the additional 
traffic was $29,040,000, so that out of every additional dollar of revenue, 
operating expenses absorbed 51 cents, leaving 49 cents available for taxes 
and fixed charges. This is considered a satisfactory relationship between 
increased revenue and expense. The operating ratio was 78:12 per cent, 
the lowest on record. 

The railway and its equipment have been maintained in satisfactory 
operating condition. System freight car serviceability throughout the 
year was the highest on record, the year’s index registering 96-4 per cent. 
The ratio of locomotives in serviceable condition was 79-6 per cent, the 
highest for several years. The expenditures for maintenance of way and 
structures was $1,708 per equated track mile, against $1,456 in 1940, 
and was the highest since 1930. Some difficulty in obtaining materials for 
repairs and renewals was beginning to make itself felt towards the close 
of the year. 

In view of the more intensive utilization of system equipment it was 
thought advisable to increase the provision for depreciation. The pro- 
vision made in the 1941 accounts was $13,591,000 against $11,262,000 in 
the preceding year. 

Since the outbreak of war, and apart from the acquisition of addi- 
tional rolling stock, approximately $10,000,000 has been expended on 
capital account for so-called war projects, involving the construction, 
extension or improvement of tracks, yards, spurs, sidings, shops and other 
railway facilities. It is recognized that the end of the war will terminate 
the usefulness of some portion of these facilities and that in such cases the 
capital expenditure involved, less salvage, should be amortized by charges 
to operating expenses within a reasonably short period of time in order 
that the net revenue account shall carry the full cost of securing the 
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traffic during the period of its existence. An amortization charge of 
$500,000 has been included as a first instalment in the 1941 accounts. 
Provision has also been made in the operating accounts for the retire- 
ment from service of the old passenger station facilities in the Montreal 
area which will be replaced by the new terminal. 
The cost of protecting the company ’s property against possible 


sabotage was $552,000 against $476,000 in 1940. This expense is absorbed . — : 


by the railway as an operating cost. 

The number of employees increased by 6,705 to 89,536. It is signi- 
ficant that compared with 1928 the traffic volume in 1941 was greater but 
the number of employees was twenty thousand less. 


Mr. Nicuotson: In connection with the Montreal terminal, when is that 
going to be ready for use? 

Mr. VauGHAN: We expect it will be ready this fall, but as yet we cannot 
name the exact date. 

Mr. JAcKMAN: How much provision have you made in the operating account 
for the disposition of the old terminal property; are you showing anything in 
respect to that by way of write-off? 

Mr. Coorrer: $1,000,000. 

Mr. JAcKMAN: What has been its book value? 

Mr. Coorer: It might be a shade more. $1,000,000 is the original cost, 1a 
whatever salvage there might be. 

Mr. JACKMAN: You are writing the whole thing off then? 

Mr. Cooprr: Yes. 

Mr. JackKMAN: The wartime cost-of-living bonus granted to employees on 
lines in Canada from June Ist, 1941, cost the railway $6,108,000, of which 
$5,508,000 was charged to operating expenses—the remainder being charged to 
investment account, hotel operations and separately operated subsidiaries; what 
has the cost-of- living bonus got to do with the investment account? 

Mr. Coorrr: Any of our employees who are working on work which is 
chargeable to investment account, their wages, of course, are charged to invest- 
ment account. The cost-of- living bonus is simply an addition to the wage. 

Mr. JackMAN: Why do you include that? Is it not an expenditure, a capital 
investment—why do you include that as an addition to capital investment in 
operating expense. 

Mr. Cooper: We do not. 

Mr. Jackman: Under the heading of the paragraph, “Operating Expense’”— 
would not that expenditure go direct to capital account and not into operating 
account? 

Mr. Cooper: The sentence reads:— 

The wartime cost-of-living bonus granted to employees on lines in 
Canada from June Ist, 1941, cost the railway $6,108,000, of which 
$5,508,000 was charged to operating expenses. 

If we had stayed there someone would have said, where did the 
difference go to? We explain that the remainder of the cost went either 
to the hotels, or investment account, or to separately operated properties. 


The CuarrMAN: You were distributing it. 
Mr. Cooper: Yes, according to the work on which the men were employed. 


Mr. Hazen: Where is this difference given in connection with United States 
increased costs? 
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Mr. Coorer: It will be the same thing. Out of the total of $769,000, 
$701,000 was charged to operating expenses. The remainder would be charged 
to investment account and to miscellaneous. We have no hotels on the Grand 
Trunk Western. 

Mr. JacKMAN: I see here, expenditures, $1,708 per equated track mile; 
what do you mean by an equated track mile? 

Mr. ArmstronGc: ‘That refers to the way in which we arrive at an equation 
for measuring costs relating to main line, duplicate track, sidings and yard 
trackage. First there is the main track, each mile of which is counted as 1-0. 
Any second main track, that is, where there is a duplicate or a triplicate track, 
the additional track would be counted or 80 per cent of a mile, or -8. All the 
yard tracks and sidings are considered to be equivalent to one-half, or -5, of a 
main track mile. It is really an equated total used with respect to the main- 
tenance of track mileage on the whole system. All these other tracks are 
equated to the equivalent of main line miles. 

Mr. JACKMAN: It isa technical term anyway, I suppose. 

Mr. Ross: I note particularly the last sentence in paragraph 2 under oper- 
ating expenses: “Some difficulty in obtaining materials for repairs and renewals 
was beginning to make itself felt towards the close of the year”; what is the 
situation now? 

Mr. VaucHan: The situation is that it is difficult to get anything in the 
steel line at all, whether it be rails, tracks, track fastenings, steel plates, steel 
sheets, it is a matter of obtaining priorities at Washington or Ottawa, and it is 
very difficult. 

Mr. Ross: It has not affected the efficiency of the railway so far? 


Mr. VaucHan: Not so far. I may say that we have a man in Washington 
and another at Ottawa following up our request and insisting on priorities all 
the time on these materials. 

Mr. Ross: Now, if I might interject just a little human touch here; we 
have been listening to a bunch of figures so far, but I think the C.N.—and I 
would say the C.P.R. as well—have been doing a wonderful job since the war 
started in connection with the movement of troops and equipment and munitions 
of war, over this period of months with very little or no loss, but we have heard 
very little about it. The one great difficulty I find with both these roads 1s 
that they do not blow their own horns enough. People in general have a great 
interest in the railways. They feel that the railways are just as much a part 
of the army as any other branch of the service; and we know that they are 
working in the very closest cooperation with the active defence forces; both army, 
navy and air force. In connection with giving this road more publicity, with 
your permission, because it is fairly short, I would like to read to the committee 
a report of what has been done on the railways in the United States in connection 
with work of this kind. While it is possibly not directly relevant to the matter 
under discussion at the moment I am sure it would be of interest to the members 
if I were to read it. | 

(Article on American railroads war effort read off the record.) 

I have looked quite often through the Canadian National Magazine for 
interesting things like that. I am sure the press of the country would be glad 
to seize upon interesting facts like that, and I am equally sure the whole of the 
people across Canada would be glad to have access to them. I am sure we 
have them in this country I am perfectly satisfied that the public of Canada 
would enjoy from time to time little interesting stories like that telling of the 
great achievements of the Canadian National Railways. 

Mr. VaucHAN: I am sure you have not seen all our magazines. 

Mr. Ross: I follow them pretty closely. 
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Mr. VaucHan: I am sure a number of our magazines have dealt with 


incidents like that very well. We have been in exactly the same position as the 
United States railways only two years longer. 

Mr. Ross: I am not talking about publicity. I should like human interest 
stories like that to reach the public. 

Mr. VaucHan: We have Mr. Thompson here, the Director of Public Relations. 
He could probably talk to you about that. 


Mr. THompson: May I say a word on the subject? Railway men are 
constitutionally in the habit of going about their jobs, whether they are men 
working in the yards in ice and snow, in the shops or driving locomotives. They 
are by no means unlike our other citizens. We have felt since the beginning 
of the war, that we are doing a good job; indeed the very best job we can conceiv- 
ably do. We have also realized, however, that there were tens of thousands of 
other men doing an equally good job in other industrial plants and in government 
service. We of the Canadian National Railways by reason of our history are 
inclined to a natural modesty of statement. However, I can assure you that the 


external publicity has an enormous effect upon our internal relations with our 


men. We are not unmindful of that fact. 

I can tell you that within the last ten days there has been a national broadcast 
over the C.B.C., “The Voice of Victory program”, in which our employees took 
part, describing what they had been doing on their war job. We have an illus- 
trated feature which is running in the newspapers of the country, including papers 
here in Ottawa, describing our war work. Of course, up to certain limits we are 
using every vehicle of publicity that we know of to state what we are doing 
modestly—photos, news matter, the C.N.R. magazine. 

I think perhaps the situation might also be referred to in this way: our 
President, Mr. Vaughan, has made two speeches on this very subject, one before 
the Vancouver Board of Trade and the other to the Canadian Club in Montreal, 
in which he covered almost a full page of newspaper space in the Montreal, 
Vancouver, and other papers through the country. I do plead guilty on behalf 
of our railway to the charge of modesty, founded on the reasons I have given to 
you. ) 
The CuHairMAN: Gentlemen, this statement that has been read by Mr. Ross 
is very interesting. It has to do with American railways. I doubt very much that 
it should go into the record of our committee here, particularly since there has 
been an order from the War Services Department asking us to curtail printing. 

Mr. Ross: It contains a lot of interesting information. ; 


The CHarrMAN: Yes, but it has to do with an American railroad and we are 
dealing with a Canadian railroad. It is not relevant to the work of this 
committee. 


Mr. Lockuart: We might put in a short paragraph, saying that it was 
discussed. 


The CuHArrMAN: In drawing up our report we might say it had been read to 
the committee by Mr. Ross. 

Mr. Lockuartr: And that the discussion took place on the service being 
rendered. 

The CHarrMANn: Yes. It could appear in the Minutes of Proceedings. 

Mr. Locknarr: But we should not go into the detail of printing it. 

Mr. VaucHan: Mr. Walton, Vice-President of Operation, Construction and 
Maintenance, is here. He is immediately in charge of our troop movements. 
Perhaps you would like him to say a word on what we have been doing. 

Mr. N. B. Wauron: It might be of interest. to say that possibly some of what 
looks like lack of publicity is due to the desire on our part to carry out indications 
we have had from the authorities on the maintenance of secrecy in regard to 
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many of these movements. It is true that after the movement is all over possibly 
something could be said about it, as was done in this case; but we do feel that it is 
better probably to err on the side of safety in these various movements, and that 
applies to some considerable number of freight movements, munitions and so on, 
which have been moved on time schedules and which are almost equally important 
as the movement of men. So far as our employees are concerned, where men in 
some branches of the service, particularly not as fully informed as those right 
in the so-called running trades, we have made a practice in our meetings with 
representatives of men in the other departments to tell them very fully what is 
being done so that they will have an appreciation of what is being carried on by 
other branches of the service. We have not had anything, of course, approximat- 
ing the concentrated volume of this movement, although with regard to our 
facilities we have had pressure from time to time, movements of men running up 
to 15,000 over a period of two or three days, and other movements of that kind. 
One figure that I have in mind as indicating the level on which business is 
running is that one of our largest roundhouse points, which is a station where 
power is maintained. A certain portion of the engines at least need repairs 
between trips. For the first three months of this year at this point I have in mind 
we turned out an engine every 114 minutes for the three months. That indicates 
the level of the business. 


Mr. Ross: The committee does not get my point. I am not after factual 
information. I am trying to point out the human interest in the story. Mothers 
and fathers up and down the line would like to have information like this. They 
may have sons leaving western Canada and going to Halifax. These are the 
kind of people who would like to see items like this in the paper. The railroads 
are not telling the people the story. 

Mr. SANDERSON: This happened in some other country. 

Mr. Ross: We read about Pearl Harbour in our papers. 


The CuHarrMan: I should not like to offend anybody, but I do feel that 
your remarks, of course, are part of the proceedings of this committee like the 
remarks of Mr. Walton and Mr. Thompson. I have a definite responsibility 
_ and I do not believe the remarks that appear in a magazine concerning the rail- 
roads in other countries have any part in the report of this committee, and I feel 
that I must so rule. If the committee wishes to override my ruling, well and good. 
I do not wish to give any offence at all. I think we will have to rather converge. 

Mr. McCuutocH: I think we are losing a lot of time. 

The CuatrMan: All right. That is my ruling, anyway. 


Mr. Ross: I will consent to withdraw it. I suppose the proper place would 
be under the budget. _ 

The CuHatrMAN: There is one thing we might as well take up now. To- 
morrow is Friday, and it is a well known fact that a great many Quebec and 
Ontario members go home on Fridays. We should like to carry on the pro- 
ceedings of this committee, but I am reminding you now that it is Friday to- 
morrow, and we should like to meet at eleven o’clock in the morning. What is 
your wish? 

Some Hon. Mrempers: Agreed. 

Mr. McCuttocu: There is another committee meeting. 

Mr. Locxuart: We have about five committees meeting at eleven now. 

The Cuarrman: Well, we have bitten into this thing and we could get 
through with it in a short time. But if it is not expedient to meet to-morrow, 
we want to know now. 

Mr. LockuHart: Have you conferred with the other chairmen, as suggested, 
I believe, by the Prime Minister? 
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The Cuairman: I do not think it was the Prime Minister. I think I heard 
Mr. Mackenzie say he was arranging something. Our clerk tells me that there 
is no other committee meeting to-morrow morning. . 

Mr. DonNELLY: Excuse me, but there is. We have a meeting, at eleven 
o’clock to-morrow morning, of the committee on Vocational Training. 

Mr. Hazen: The officers of the company are here, Mr. Chairman, and we 
do not want to bring them back unnecessarily. 

The Cuarrman: Yes. I should like to see us make some headway. I 
understand the committee which is meeting to-morrow morning is for organiza- 
tion only, that they will meet for only a few minutes probably, elect a 
chairman and then disband. Shall we meet to-morrow at eleven o’clock? 

Some Hon. Mrempers: Agreed. ; 

Mr. Lockuart: We can try it one week, anyway. 

The CHAIRMAN: Well, if it is in agreement with the wishes of the com- 
mittee, we will meet to-morrow at eleven o’clock. 

Mr. Sanperson: The quorum is down to eight. 

The CHAIRMAN: Yes. 

Mr, Sanperson: There will be eight here, surely. 

‘The CHAIRMAN: Yes, I think so. All right, settled. Will you proceed, 
Mr. Vaughan, from wherever you left off? 

Mr. Hazen: If I am in order, may I ask what two railway systems on this 
continent had larger operating revenues than the C.N.R.? 

Mr. VaucHan: The Pennsylvania Railroad and the New York Central 
Railroad. 

Mr. JacKMAN: In the fourth paragraph on page five it says, that since 
the outbreak of war, approximately $10,000,000 has been expended largely for 
so-called war projects. 

Mr. VaucHAN: Yes. 

Mr. JAckMAN: And that there has been set up an amortization charge of 
$500,000 against it. Does the government not give you any help where the 
work is specifically and largely for a war expenditure? 

Mr. VaucHan: We have not asked the government for any help in that 
connection. On account of the large amount of war materials that have had to 
be handled, we have had to extend our sidings, put in new yards, signal systems 
and everything of that kind, which has come out of our own funds. 

Mr. Jackman: But in an ordinary industrial plant, which has to expand 
solely for war purposes, the money is put up by the government or the deprecia- 
tion rate is so high that the government pays for it in two or three years. 

Mr. VaucHAN: That is correct. We get no consideration in that connection. 

Mr. JAcKMAN: Do you consider it inequitable as far as the railway is 
concerned? 

Mr, Vaucuan: I think when the war is over—and we are keeping a record 
of these moneys that are being expended—we may have something to offset 
against them at the time. 

Mr. DonneEtLy: You do not know yet how much of this will be useless or 
how much of it will be useful? | 

Mr. VaucHan: No. | 

Mr. DonneELLY: You will have to wait until the war is over to find that out. 

Mr. VaucHaNn: We have started to amortize this expense. 

Mr. Emmerson: Would an expenditure such as that in connection with the 


installation of an electrical control system or something of that sort come under 
that head? ; 
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Mr. VaucHan: Yes. That is, almost entirely a war measure, to handle war 
traffic going to Halifax. But that appeared in our budget in the ordinary way, 
which you gentlemen saw last year. 

Mr. JackMAN: Suppose you build a spur into a war plant where war 
material exclusively is being manufactured. What happens in that connection? 

Mr. VaucHan: Take for instance, Pickering, which is near Toronto. We 
would pay for the cost of the sidings on our own right-of-way. But as to the 
sidings that go into the plant off our right-of-way, the industry would pay for 
what we call perishable material and the industry would pay interest on the 
non-perishable material; that is, they pay for the perishable and pay interest 
on the non-perishable material. 

Mr. JAckMAN: At any rate, you have no complaint that you think you 
should tell us about as to the treatment you have received. On the other hand, 
you are accumulating something which may be a good bargaining asset to you 
at the close of the war. Is that the way I understood it? 

Mr. Vaucuan: That is right. We have no complaint, but we are keeping 
careful record of these expenditures. 

Mr. Hazen: Did the company carry any bombardment insurance prior to 
December 31st last? 


Mr. VaucHan: No. 

The CuarrmMAn: It is so close to six o’clock now that it is hardly worth 
starting on the next section. Have you any more questions on this? If not, I 
think we will adjourn. What do you think? 

Mr. Donnetuy: I move that we adjourn. 

Mr. McCutuocH: Finish the page. 

The CHAIRMAN: We will not get through the page by six o’clock. Adjourn- 
ment is in order if anybody moves that we adjourn. 

Mr. Hazen: There is just one matter I wish to mention, and that is in 
connection with the Canadian National Steamships Limited. I was referring to 
a letter written by the Master of the Lady Hawkins, and I understood the 
President to say he would make some inquiries about it and see if there were 
such a letter. 

Mr. VauGHAN: I will try to have that information for you in the morning. 

The CuarrMan: All right. The committee is adjourned until to-morrow at 
eleven o’clock. 


The committee adjourned at 5.50 p.m. to meet on Friday, May 1, at 11 a.m. 
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OPERATING EXPENSES 
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Ground Opn. Mtce. and Depreciation— 
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$1,170,222 25 $ 794,645 49 


Aggregate to December 31 


1941 1940: 
$ 526,881 01 $ 380,190 69 
86,196 13 71,322 88 
786,074 08 517,568 27 
55,050 21 37,672 48 
39,344 52 25,454 37 
127,644 54 49,836 44 
5,817 45 2,953 23 
407,023 80 253,544 84 
200,392 8:0) 118,589 51 
19,656 O1 13,610 90 
43,891 67 19,075 35 
339,732 40 255,597 85 
30,981 71 18,849 61 
20,703 51 19,333: 50 
196,158 38 166,598 86 
119,413 03 90,161 25 
5,270: 08 260: 25 
1,083: 80: 970: 26 
369,011 89 392,545. 67 
29,456 05 Aone 
131,314 82 168,959 55 
36,793 34 33,282 44 
1,377 77 936 02 


$3,579,269: 0:0: ‘$2,637,313 72 


$ 139,435 41 $ 105,092 86 


214,575 10 125,064 91 
123,030 28 96,210 26 
151,397 60 73,147 33 
45,812 96 40,883 45 
82,730 31 51,753 22 
23,105 45 15,380 28 
20: 00 

44,355 06 40,496 38 
24,838 81 18,713 70 
6,229 46 4,327 86 
10,844 92 A tl2 OL 
2,934 02 2,209 28 
6,245 14 1,013 54 
13,820: 08 12,795 43 
34,070 88 23,720 64 
30,376 87 16,623 48 
1,945 02 6,890 58 
6,568 24 7,370 34 
18,074 96 |» 14,682 11 
Se re 70: 00 
31,334 47 23,812 61 
21,816 13 878 82 
140,571 12 105,775 50 


$ 7,463) 26 $ 6,996 30 


71,233 73 45,725 62 
76,791 21 11,109 05 


$ 155,488 20 $ 63,830. 97 
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IV Traffic and General Administration— 


Vv 
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682 
683 
684 
685 
687 
691 
692 
694 
696 
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Salaries and Wages—Traffic. ....0. 02. cece cece eeeeees 
Travelling and Office Expenses—Traffic.............. 
Rent-ob Matic Offices 25 25 cite eee Greek pike tects + 
Agency COMMISSIONS 06 650.0656 2 Ba slp bmyaretain aid) sa iechis miele» 
Ad veptisii es ido na bp ins ts Geis pa poeta ele ay emeralds sea telatie os 
Others Trafic: Expenses. 5.1.05 - dee iate aia aiebietpial wie dies ce 6m 
Salaries: and Wages—General........cccec eee recceee 
Travelling and Office Expenses—General............. 
Adminis. Chgs. from Affil. Coys.........eece eee eee eee 
PRe ur ance «ose i elds a cal Lee ee Die aot eaistes eee Bk in Cling 
Other General and Adminis, Hxpsi.% 00.52 8e peg eee wn: 


General Taxres— 


699 


Conarnal TAXES os hire nk a aebine bb ese'ahe s Slee aiameie les ace ieee a 


A/C 402—Total Operating Expenses............ 


Aggregate to December 31 
- 1941 “1940 | 


$ 100,418 98 
53,342 74 
19,325 00 
21,074 66 
56,889 90 
11,655 27 
80,189 68 

9,745 47 
36,466 68 

716 26 
4,436 33 


$ 394,260 97 


.$ 6,895 58 
. $5,306,136 00: 


$ 65,031 
32,921 
11,455. 
16,691 
70,9316 

4,496 
52,524 
11,458 
30,438 

528 
4,774 


$ 301,256 


$ 58,887 


$3,855,934 0: 
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MINUTES OF PROCEEDINGS 
Room 277, Friday, May 1, 1942. 


The Standing Committee on Railways and Shipping owned, operated and 
controlled by the Government met this day at 11.00 o’clock am., Mr. J. P. 
Howden, Chairman, presided. 


Members present: Messrs. Bercovitch, Donnelly, Dubuc, Emmerson, 
Ferland, Gray, Hanson (Skeena), Hazen, Howden, Jackman, Lockhart, 
McCulloch, Maybank, Nicholson, Pouliot, Sanderson, Shaw, Sissons. 


In attendance: Mr. C. P. Edwards, Deputy ‘Minister of Transport; Mr. 
G. W. Yates, Assistant Deputy Minister; Mr. F. M. Maclennan, Chief Treasury 
Officer; and Mr. J. A. Wilson, Director of Air Services. The following officers 
of the Canadian National Railway System: Mr. S. J. Hungerford, Chairman 
of the Board of Directors; Mr. R. C. Vaughan, President; Mr. N. B. Walton, 
Vice-President of Operations; Mr. W. M. Armstrong, Assistant Chief of 
Research and Development; Mr. T. H. Cooper, Comptroller; Mr. Walter S8. 
Thompson, Director of Public Relations. Mr. O. A. Matthews represented 
George A. Touche & Co., Auditors. 


The Chairman opened the proceedings and invited Mr. R. C. Vaughan to 
resume the reading of the Annual Report of the Canadian National Railway 
System for the year ended 31st December, 1941. The witness was assisted again 
by Messrs. Walton, Armstrong and Cooper. 


As the Committee explored the report the following resolutions were 
adopted:— 

On motion of Mr. Gray, it was, by a vote of 14 to 1: 

Resolved,—That the Minister of Transport and Public Works, the Minister 
of National Defence, the Minister of Munitions and Supply, and the Postmaster 
General be called to. appear before the Committee on Railways and Shipping in 
connection with the ratio of business between the Canadian National Railway 
System and the Canadian Pacific a: System in the light of the recommenda- 
tion made by this Committee last year. 


On motion of Mr. Maybank, it was, by a vote of 14 to 1: 


Resolved,—That the correspondence exchanged between the various ministers 
above mentioned and/or their department heads with the President and/or 
officials of the Canadian National Railways, in connection with the same subject 
be produced before the Committee. 


. In the course of the proceedings the Chairman enquired about the wishes of 
the members concerning future sittings. 


Mr. McCulloch thereupon moved, seconded by Mr. Nicholson, that when 
the Committee adjourns at one o'clock p.m., it stand adjourned until four 
o’clock p.m. this day. 


And the question being ES on the said motion, it was carried affirmatively 
as follows: Yeas, 11; Nays, 2. 


At 1 o’clock p.m., on motion of Mr. Darel the Committee adjourned to 
meet again at 4 0 ‘clock i in the afternoon. 
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AFTERNOON SITTING 


The Committee met again at 4 o'clock p.m., Mr. J. P. Howden, Chairman, 
presiding. 


Members present: Messrs. Donnelly, Dubuc, Emmerson, Gray, Hanson 
(Skeena), Hazen, Howden, Jackman, Lockhart, McCulloch, Maybank, Nicholson, 
Ross (Middlesex East), Sanderson, Shaw, Sissons. 


In attendance: The same persons whose names appear in the list of 
attendance at the morning sitting. 


Mr. Vaughan was invited to resume the reading of the Annual Report. 
In replying to questions he was assisted again by Messrs. Walton, Armstrong 
and ‘Cooper. . 


As Mr. Vaughan was reading that part of the Annual Report of the 
Canadian National Railway System dealing with the abandonment of lines in 
accordance with decisions of the Board of Transport Commissioners and with 
particular regard to 53-4 miles of track between Forth (near Red Deer) and 
Ullin, Alberta, Mr. Shaw moved: 


That the members of the Board of Transport Commissioners who sat on the 
Board at the hearing of the case of the abandonment of 53-4 miles between Forth 
(near Red Deer) and Ullin, Alberta, and whose decision had been rendered 
in recent days, both assenting and dissenting members, be called to appear before 
the Committee on Railways and Shipping, in order to question them in con- 
nection with that decision. 


Discussion followed. Some members expressed doubts as to the legality of 
this move. However, the Chairman reserved his decision on the matter until 
the next meeting and the said motion was allowed to stand. 


Before adjournment the Chairman announced that he was instructing the 
Clerk to notify the various ministers in accordance with the resolutions adopted - 
in the morning and he expressed the hope that the ministers would be heard 
sometime during the day, next Monday, at whichever time was convenient to 
the ministers. 


At 6 o’clock p.m., on motion of Mr. Jackman, the Committee adjourned to 
meet again on Monday, May 4, 1942, at 11 o’clock a.m. 


ANTOINE CHASSE, 
Clerk of the Committee. 


‘MINUTES OF EVIDENCE 


Hovusrp or Commons, Room 268, 
May 1, 1942. 


The Select Standing Committee on Railways and Shipping met at 11 
o’clock. The Chairman, Mr. J. P. Howden, presided. 


The CuatrMaNn: Order, gentlemen. We want to get over as much as 
we can. I will ask Mr. Vaughan, the President of the Canadian National 
Railway system, to resume the presentation of the annual report for 1941. 


Mr. VauGHan: We now come to: 


Other Income and Profit and Loss Requirements 

The accounts in this group show an increased charge of $714,000 
over 1940. 

Taxes (other than sales taxes added to the cost of material) 
amounted to $7,836,000, an increase of $797,000, of which $478,000 is 
attributable to the Dominion unemployment insurance plan which 
became effective July 1, 1941. The debit per diem balance, for the 
use of freight cars in interchange traffic, increased $1,250,000. The 
financial results of separately operated subsidiary companies improved to 
the extent of $1,169,000. Hotel operating income improved by $89,000 to 
$591 ,000. 


Mr. Jackman: Before we go on, Mr. Chairman, could we have a break- 
down of the various hotels in the system the same as last year? I do not 
know whether it was incorporated in the record or not, but I remember it 
having been submitted. 

Mr. VaugHan: We will be glad to furnish you that. 

Mr. JAcKMAN: Would you include a comparison with the preceding year? 

Mr. VAUGHAN: Yes. 

Mr. Jackman: And, coming back to this operating expenses, the second 
paragraph; “the railway and its equipment have been maintained in satis- 
factory operating condition”; and, at the bottom of the paragraph, “some 
difficulty in obtaining material for repairs and renewals was beginning to 
make itself felt towards the close of the year”. 

Mr. VAUGHAN: Yes. 

Mr. Jackman: I notice in the C.P.R. report that they set up $3,500,000 
for a special renewal reserve because they could not get the labour or materials 
which they would ordinarily do in peace time; and it was so stated in their 
report; did you put up any reserve at all? 

Mr. Vaucuan: No, we have no reserve of that kind that we have built up. 

Mr. Coorrr: Except the $500,000 for amortization of war projects. 

Mr. VaucHan: Yes, but that is in a different category, that $500,000 for 
war projects. We did add something to our depreciation, as you will see 
from our report. 
| Mr. Jackman: You feel that you have been able to get the labour and 
materials necessary to do any repair work that you would ordinarily do, 
particularly in view of the tremendously increased volume of traffic that 1s 
going over the lines? 
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Mr. VaueHan: We have been able to get sufficient labour and materials 
up to the present time. a | 

The CuamrMAN: Mr. President, there is a small matter right here which 
I would like to mention, if I may. It is the matter of freight cars, your old 
out-worn freight cars. At one time the farmers of western Canada could 
procure those freight cars and use them to good advantage; but it has been 
the policy, I understand, with both roads for the last two or three years not 
to permit these cars to be sold. I think they used to be sold for a nominal 
amount of say $25; and it was pointed out to me by the management in the 
west that the retail lumber firms thought it worked an unfairness on them 
when they were so disposed of. They said that these freight cars were being 
pulled down by the people who bought them and the lumber salvaged sold in 
competition with their product. And the farmers, many of whom are certainly 
not at all wealthy, and who were very greatly advantaged by the procuring of 
these cars, are shut out now. I have had a number of them appeal to me and 
I have endeavoured to obtain cars for them. No doubt this appears to be 
a very small matter to be brought before this committee at the moment, but 
it does seem to me that the railways might very well modify their policy just 
a little on this particularly during a time when lumber is very hard to obtain 
for any purpose. . 

Mr. Locxuart: Before Mr. Vaughan replies, will he include in that a 
statement with respect to the sale of electric car bodies that are no longer in use. 


Mr. VAucuaN: In each case, we, of course, get the most we can for the 
second-hand material. We do not think we should give it away if we can get — 
something for it; that is the policy we have been following, both in connection 
with these old freight cars about which Dr. Howden speaks, and in connection 
with the old electric cars, and everything of that kind. There is a market for 
nearly everything to-day and we feel that it is incumbent upon us to realize 
what we can for that material. 

The CuairMAN: But the farmers would readily pay whatever reasonable fee 
is put on these cars if they were made available. At one time they could be 
got for $25, and they were delighted to pay that for them. The situation to-day, 
as I understand it, is that these cars are sold and broken up and the lumber in 
them sold as second-hand lumber. : | 

Mr. VaucHaNn: I have not heard of that complaint which you mention from ~ 
the lumber companies at all; it is simply a case that we have been trying to get 
as much as we could for the salvage material from the cars. 

The CuatrMan: That is what they told me at Winnipeg; that it was on 
account of the representations made by the lumber dealers. 

Mr. Watton: There are very few available at the present time; as a matter 
of fact, according to the last report we only had some 50 cars on the whole ~ 
system which were at the destruction point. Practically everything has been 
cleaned up. 

The CHarrMan: That is what they told me last year, but I saw these cars _ 
being pulled to pieces by second-hand junkers. 

Mr. Locxuarr: There is a reference here to several hundreds of these cars. 
What was done with them; were they sold, or torn to pieces? I think the whole 
matter is one which should be very easily cleared up. . 

Mr. VAucHAN: These cars are torn down by ourselves and demolished in our 
own scrap yards. i 

The CuatrMAN: That would be all right, if they were; that would be fine. 


Mr. VaucHAN: That is what is done. We have scrap yards located at 
strategic points across the country and these old cars go into these yards and the - 
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material that is usable is salvaged and is used over again by the railway; and 
that which is not usable is sold tothe best advantage, for the highest price that 
we can get for it. As you probably know, under existing conditions the price 
of steel scrap is regulated by the Steel Controller at Ottawa. 

Mr. Locxuarr: However that may be, there was a practice followed of 
selling old electric cars from the abandoned systems. I know of many cases 
where as much as $50 was paid for these old cars. There are people these days 
who are desperate for houses and they would take one of these old cars, maybe 
add a little leanto to it for a kitchen, and make a very comfortable home for 
themselves. What is your policy with respect to them? Are they scrapped, or 
are they available; and is there a price set upon them? 

Mr. VaucHAN: There is no definite price set for them. Each case is dealt 
with on its merits. 

Mr. LocxHart: The body of an old electric car or a box car could be offered 
at a stipulated price. A price could be set on it. 

Mr. VaucHan: There is no definite price at all. There would be a price set 
in accordance with what we considered was the value to the company of the 
salvage material. It might vary every few months. 

Mr. LockHart: But there could be a price set on it? 

Mr. VAucHAN: Yes. 

The CHairMAN: I would not have mentioned it at all except for the fact 
that I have definitely seen wrecking jobbers wrecking C.N.R. cars with the idea 
of selling the lumber. I have definitely seen that with my own eyes; and I have 
definitely been given the reply by the management at Winnipeg that there was an 
understanding between the railway companies that these cars would not be sold 
to the public, because of representations made by retail lumber firms; and that 
the railways felt that if they wanted to have the patronage of these retail lumber 
or wholesole lumber firms they had to make certain concessions. As a matter of 
fact the retail or wholesale lumber firms will just ship their lumber by any 
means that will afford them the best advantage. If they can ship by transport 
trucks along the highway they will use them. 

Mr. Vaucuan: I have not heard of that, Dr Howden. We will be glad 
to look into it. I do know that these old cars have been sold by tender in many 
cases, and that may account for what you have seen. 

The CuarrMAN: Yes, I dare say. 

Mr. Hazen: Before you go on to the next paragraph if I may be permitted 
to I would like to ask Mr. Vaughan just one question: perhaps I should preface 
my remarks by saying that I am from Saint John, New Brunswick; and I have 
read in the local press there on two or three occasions in the past few weeks 
some criticism about the connections—if I might put it that way—of the 
trains that leave the C.N.R. station, that leave Saint John, in the morning. 
As I understand it, I am not very familiar with the situation, the C.N.R. train 
formerly arrived in Saint John at a quarter past eleven in the morning going east. 
That train used to pick up passengers from the C.N.R. train that arrived in 
Saint John I think about eleven o’clock, or perhaps a little after eleven. 
Recently the C.N.R. have moved its departure hour back to 11 o’clock and the 
result, as I understand it—and I may not have the facts quite right—the result 
is that the C.P.R. passengers arriving from the east arrive at the station and 
find the train gone, with the result that they have to wait over until 10 o’clock, 
or later, that night; or wait for the train next morning. I do not know whether 
or not that difficulty is one which has been brought to your attention. 

Mr. VaucHan: ‘That is a matter we have under consideration, Mr. Hazen, 
and I will ask Mr. Walton, our vice-president of operations, who has this par- 
ticularly in hand, to tell you something about it. f 
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Mr. Watton: The situation at Saint John to which you refer is that we 
were, up until recently, connecting at Moncton with a train known as the 
“Scotian”, which follows the “Ocean Limited”. There are a lot of passengers 
from Saint John and intermediate points up to Moncton who are very desirous 
of making connections with the “Ocean Limited”, rather than have to take the 
other train, through passengers who prefer naturally to make connection with 
the “Ocean Limited’. Now, we made out our time table to provide just that 
connection. The Canadian Pacific changed the time of their train to an extent—I 
think it is based on the departure from Ottawa here at 4:10 instead of 3:30 in 
the afternoon as previously, which affects the time all the way down past 
Montreal and including the train through to Saint John. That, if anything, made 
the matter worse; but in view of the mail connection that is involved we have 
agreed until the 17th of this month to make connection with our 11 o’clock train 
on Sunday if their train is on time, involving a “hold” of about 20 minutes so 
as to connect with the Canadian Pacific. The Canadian Pacific as well as our- 
selves have the matter under consideration. As stated by you, sir, it looks 
as though we are not waiting for that connection; but the primary idea is that 
we are trying to take care of people on our own lines who have just as justifiable 
a desire to connect with what is the earlier of the two trains on the main line 
out of Moncton. 

Mr. Hazen: You realize that the situation is pretty inconvenient, par- 
ticularly for those passengers who want to get on that C.N.R. train, to arrive 
there and find that there is no C.N.R. train to meet them. 

Mr. Watton: I have no desire to say what other people should do but- an 
important point for consideration there I.think is that if they would make a 
connection at Montreal West rather than at Windsor station they would have 
no difficulty in connecting with the train for Saint John; they could pick up the 
Ottawa connection and still be early enough to reach Saint John and connect 
with our train and let us do what we are trying to do for the people from Saint 
John, and on the Saint John-Moncton line, who want to make their connection 
at Moncton. 

Mr. Hanson: The statement was made in the house last night by an hon. 
member that the C.N.R. was selling cars to the C.P.R.; or loaning them. 

Mr. VAucHAN: We have sold no cars to the C.P.R. at all. 

‘Mr. Hanson: That statement was made in the house last night by one 
of the members. ° 

Mr. VAuGHAN: It is not correct. 
Mr. Jackman: I do not know whether it had to do with the selling of 
cars precisely; I sent out for Hansard: and the question was this; having regard 
to scrap steel not beieng available for a 24-hour day run for certain of the 
steel mills in the west; and then one of the members said, “Then let the hon. ~ 
member ask this of the Canadian National: how many cars have the Canadian 
National given over to the Canadian Pacific?” 

Mr. VaucHAN: We have handed over no cars whatever to them, Mr. 
Jackman; there are both passenger and freight cars used in the regular inter- 
change of business between the roads. : 

Mr. Jackman: As a matter of fact I notice in your report your per diem 
rentals of cars—I suppose from other systems—is up considerably this year. 
Apparently you are using more rented cars than you are sending out of your 
own; you are using a greater number than the rentals you receive would 
indicate? 

; Se Watton: That represents the influx of cars from other roads to our 
ines { 
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Mr. JAcKMAN: In other words, there is nothing at all to substantiate the 
statement? | 

Mr. VauecHan: Nothing at all. 

Mr. Hanson: No,.it is not a good statement to put on Hansard. 

Mr. BercovircH: I notice that your taxes amounted to $7,836,000; could 
you let us have a breakdown of that item? 

Mr. VaucHAN: We could get it for you. 

Mr. BercovircH: You might let us have that. 

Mr. VauGHAN: We will be glad to furnish it. 

Mr. JAcKMAN: In regard to taxation; I suppose on your American lines 
-you have to pay American taxes; and if you make a profit you have to pay 
income tax on it-too? 

Mr. VauagHan: That is right. 

‘Mr. JAckKMAN: Do you make any profit on any American lines? 

Mr. VAUGHAN: Sometimes we do and at other times we do not. 

Mr. JAcKMAN: It is not quite as bad as the Sault line, then? 

Mr. VaucHan: Not quite. 

Mr. Maypank: Mr. Chairman, I do not know whether this is the appropri- 
ate time to ask Mr. Vaughan about a matter that came up last year. I find 
among some of the transportation employees, particularly in Winnipeg, a great 
deal of complaint that they are unemployed; a number of them have been 
unemployed for a long time, whereas your competitor is crying out for men, 
and indeed some of your men are working temporarily for the C.P.R. That is, 
they may have been on your seniority list for a long time and could not hold 
a job. After having been out of work for quite a long time they managed to 
get.a job on the C.P.R- and they are on that seniority list too. The complaint 
arises apparently from the fact that you are not getting as much work as you 
should from different sources. Of course, there is only one source now that is 
the big work giver. That brings to my mind this: last year we spoke about 
government business going in certain proportions to the C.P.R. and the C.N.R. 
It would be my thought in between sessions of this committee the Canadian 
National Railways itself would take some steps to try to improve this position 
with reference to the government business. Have you taken any steps at all 
to improve your position? 

Mr. VaucHan: We have. 

Mr. Maysank: What have you done? 

Mr. VaucHan: We have approached the various ministers concerned and 
have pointed out the resolution which was passed by this committee of last 
year and have asked that something be done. 

Mr. Maypank: You did that verbally? 

Mr. VauGHAN: Verbally and in writing. 

Mr. MayBank: Have you got the writings? 

Mr. VaucHan: I have not got them here. 

_ Mr. Maypanx: -They ought to be here. I would not want to ask you what 
was in the writings since we have a rule that the best evidence is the writings 
themselves. 

Mr VaucHan: I imagine the letters were marked private and confidential; 
I do not know. 

Mr. Maypanx: They could not be private and confidential, I suggest, Mr. 
Chairman. They could be private and confidential, but not from.this committee. 
Private and confidential are a couple of words that may be appropriate where 
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it comes from a member to a minister, but not relating to government business. 
An agency of the government writing to the government, I suggest, Mr. Chair- 
man, could not mark its writing in that way. They could be marked that way, 
but it would have no effect unless, of course, we can bring in that well known 
rule that we hear a great deal of these days, ‘““Not in the public interest.” 

Mr. VaucHan: I will not dispute that with you. The only thing I can 
say, Mr, Maybank, is what we have done, We have done everything within 
our power to get what we think is a fair share of the business of the Dominion 
of Canada. 

Mr. SANDERSON: Mr. President, the ministers that you interviewed, were 
they sympathetic? Pi 

Mr. VaucHan: Yes, I think, generally speaking, they were. ie 
Mr. SanpERson: I would expect they would be. However, your request 
did not get very far; is that right? 7 
Mr. Vaucuan: I do not think the resolution of this committee has been 
acted on yet. 


Mr. Maysanx: No, the resolution of this committee has not been acted on 
in the house. Who made the representation verbally that you are speaking 
about? 


Mr. VaucHAN: I made several representations myself. 
Mr. Maypank: To whom? 

Mr. VaucHan: Several cabinet ministers. 

Mr. Maysanx: Who were they? 

Mr. VAUGHAN: —Well— 


Mr. Maypanx: There is nothing secret about Canada’s business, Mr. 
Vaughan. I desire to know. 
Mr. VaucHan: I saw Colonel Ralston, I saw Mr. Howe, and I saw Mr. 
Cardin. 
Mr. Maypanx: Now, will you state what transpired between you and Mr. 
Ralston on this occasion? . 

Mr. VAUGHAN: You are putting me on the spot. - 

Mr, Maypanx: Exactly, you are on the spot. 


Mr. VaucHAan: Colonel Ralston suggested that it be made a cabinet 
matter. 


Mr. Mayspanxk: Was it made a cabinet matter? 
Mr. VaucHan: I could not Say. 
Mr. Maypanx: You mean that he suggested that he would take it up with | 
the cabinet? | 
Mr. VaugHan: No, he did not suggest that; he merely suggested that it 
should be made a cabinet matter. ! 
Mr. Mayspank: What exactly were the representations that you were 
making? 
Mr. VaucHAN: We feel we should receive not less than 65 per cent of the 
competitive business of the country. 

Mr. NicHotson: As compared with how much? What percentage. did you 
have last year? a 
_ Mr. Vaucuan: “We do not know “We: believe that there are certain 
instructions in some departments, although we have never been able to obtain 
the information definitely, that the business be divided on a 50-50 basis. And 


we know that some of the officers of the various departments have that in the 
back of their minds. 
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Mr. Maysanx: Why did you mention Colonel Ralston first? Is it Just 
chance that you went to him first? 


Mr. VaucHan: No, because his department, of course, controls the move- 
ment of troops. 


Mr. Maysank: So when you were dealing with him it was because he was 
the shipper to a very large extent of one class of government business? 


Mr. VaugHaAN: ‘That is right. 


Mr. Maypank: Do you know what percentage of business you got from 
that department? | 

Mr. VaucHAaN: No; we have no means of determining that. 

Mr. Maysanx: Did you represent’ to Mr. Ralston what you believed to 
be the case as to the division? ; 


Mr. VaucHan: It has been represented to that department on different 
occasions that we felt we were entitled to a larger share of the movement of 


troops. 


Mr. Maysanx: In your talk with Mr. Ralston did you represent to him 
what your beliefs were at that time as to the way the work was divided in his 
department? 

Mr. Vaucuan: I do not recall at the moment exactly what my conversa- 
tion with Colonel Ralston was. As I said before he was, I think, sympathetic, 
but he felt it was a large matter and one that should be dealt with by the 
cabinet. 

Mr. Maypanxk: Did you ever have another interview with him after that 
on the same subject? 

Mr. VaucHan: No, I did not. 

_ Mr. Maypanx: Then there was nothing with Colonel Ralston after that 
in that regard? 

Mr. VauaHan: No, except our officers are in touch all the time with the 
various officers of his department and I think there has been some improve- 
ment in the share of business we are getting. 

Mr. Maypanxk: To what extent has there been an improvement in that 


- department? 


Mr. Vauguan: I can answer that by saying our passenger business 
generally is increasing very substantially. 

Mr. Maysanx: From that department? 

Mr. VaugHan: From that department. 

Mr. Maypank: Do you know whether it is increasing with relation to 
the total amount of traffic that department has? 

Mr. VAaucHAN: I could not say that because we have no figures showing 
the amount of money which the Department of National Defence paid to the 
two railways. 

Mr. Mayspank: Do you know whether that kind of traffic emanating 
from that department has increased both on your western lines and on your 
eastern lines or just one of them? 

Mr. Vaueuan: I think'it has increased to a greater extent or our eastern 
than on our western lines. 

Mr. Gray: Before Mr. Maybank goes on into some other branch may I 
say we frequently have postal officers here to give us information with respect 
to the postal business and the carriage of mail. Is there any reason why we 
should not have officials from the Department of National Defence brought 
here to give us information along the same lines with regard to their 
department? 
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The Cuarrman: If you make the requisition in a motion and have it 
passed by the committee we can get them here. 

Mr. Gray: If the Canadian National Railways find themselves handi- 
capped and feel they are not being justly dealt with in the face of the 
recommendation passed by this committee last year, I certainly would feel 
that the best way to find out is to have the officials here and let us settle 
this thing once and for all. . 

The CHAIRMAN: Might it not be well to have Mr. Maybank ask the 
president first of all if the cabinet dealt with the matter? . 

Mr. Maysanx: I am going to follow that. You said a moment ago 
you had the impression—correct me if I am wrong in this—you stated you 
had the impression that there were certain men in the department who 
believed that the division should be the way it has been in the past and that 
as a consequence of these men having such a belief you could not get what 
you want. I am quoting your statement correctly, am I not, Mr. Vaughan? 

Mr. VaucHAN: I believe some of the men in the various departments 
are of the opinion it is the wish of the government to divide their business 
equally between the two railways. 

Mr. Maypanx: Now, are some of the men that you have been describing 
in the Department of National Defence? - 

Mr. VaueHan: Yes, I think that js true. 

Mr. Maypanx: These are the men to whom you have to go to get traffic, 
is that right? 

Mr. VaucHan: That is right. Generally speaking, I believe our traffic 
officials feel that the officers in the Department of National Defence are 
treating us fairly in the division of their business so far as their understanding 
of the wishes of the government are concerned. 


Mr. Maypanx: Your men would hardly get that idea just drawing it out 
of the air, Mr. Vaughan. How did they ever get that idea with reference 
to these men in the Department of National Defence? 


Mr. Vaucuan: I suppose that information must have been given to some 
of our officers by certain officers of the Department of National Defence; 
but I really would prefer that you talk with Mr. Fraser, our Traffic Vice- 
President, on this traffic matter. 

Mr. Maypank: Is the person who would know here? 

Mr. Vauauan: No, he is not here; but of course our traffic men are in 
daily contact. with the officers of the Department of National Defence. I 
do not think they have any complaint against—I think they have no direct 
complaint against the officers of the Department of National Defence. 


Mr. Maypanx: Is it fair to say they appear to be bound by some under- 
standing or convention? . 

Mr. VauGcHAN: I think that is a fair statement. 

Mr. Maypanx: Well, now, who are the persons in the Department of 
National Defence to whom your traffic officers have to go to get a share of 
the traffic? 

Mr. Vaucuan: I could not say offhand the various officers of the depart- 
ment with whom our traffic men are jn contact from day to day. 


Mr. Maypanx: Can we get that information as to who are those persons 
who have what I believe is, or what ought to be, a misconception; who are 
they? We want to know who these people are in each department. Mr. Fraser, 
I have no doubt will say, but how can we get that information so we will know 
whom to subpoena here? 
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Mr.’ VaucHaAn: It seems to me, if I may say so, that if this committee 
could get the information from the Department of: National Defence as to what 
their ideas are of dividing business, it would probably accomplish what you 
have in mind. 

Mr. Maypank: I fancy it would or it might, but this other way would too, 
or it might. I just happen to have chosen this other method. 

Mr. Emmerson: May I ask Mr. Vaughan who is the Movement Control 
officer for the Department of National Defence? 

Mr. Vaucuan: I do not know offhand who the particular officers are, but 
our traffic officers are in touch with them. We have traffic officers up here con- 
stantly. We have some located here permanently and others come up constantly, 
and are almost in daily touch with the Department of National Defence, with 
various officers of the Department of National Defence, and I think they have 
a satisfactory relationship with the officers. I think if you brought the officers 
here it would be putting them on the spot the same as you are putting us on 
the spot. I think there is only one way that the matter could be settled, 
and that is by an expression from the head of the Department of National 
Defence as to what instructions, if any, have been issued in respect to the’ division 
of this business. 

‘Mr. Maygpanx: I will come back to that, Mr. Vaughan. But, difgressing 
from that for just a moment, I want to ask this question. You did not write to 
Mr. Ralston after the conversation you have described? 

Mr. Vauguan: I do not remember whether I did or not, Mr. Maybank. 


Mr. Maypanxk: Could that be looked up, to see whether you did or not— 
of course, on this point. Could that be looked up? 


Mr. VaucHuan: That could be looked up. 

Mr. Maypank: You mentioned awhile ago that there had been representa- 
tions in writing. To whom? 

Mr. Vaucuan: The Minister of Transport. 

Mr. Mayspanxk: To anybody else? 

Mr. Vaucuan: I think we had it up with Mr. Howe as well. I am sure we did. 

Mr. Maypank: In writing? 

Mr. VaucHan: Yes. 

Mr. Maypanx: Mr. Chairman, I should like to ask that that correspondence 
be brought here. If there are any objections to that, we might try to settle them 
now. I realize that Mr. Vaughan feels that they would be private and con- 
fidential, but that is the very point with which I do not agree. 

Mr. Donnetuy: Mr. Vaughan, you said you wanted 65 per cent of the 
business, as I understood you? 

Mr. VaucHan: At least that percentage of the competitive business. 

Mr. DonnELLY: On what did you base your figures? 

Mr. VaucHan: What we really asked Mr. Donnelly, was that, if there 
were any instructions issued to any departments in regard to dividing that 
business on a fifty-fifty basis, they be withdrawn. We preferred to have no 
instructions at all rather than instructions of that kind issued, because we felt 
we would rather take our chance on getting our share of the business if such 


- instructions were withdrawn. I do not know that such instructions are out, but 


it is the opinion of our traffic people that there are such instructions in existence. 

Mr. Gray: Mr. Vaughan, that is my very reason for suggesting that it be 
cleared up in the various departments through which the railroads are doing 
business. Personally I think you can go out and compete very well with your 
competitors, but I myself would not be at all surprised if such instructions were 
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in existence, because we have run into that before. I remember not so many 
years ago when a certain branch of one of the departments of this government 
instructed their employees to stay at the Lord Nelson hotel at Halifax. Those 
instructions were given to the various employees. I want to give that as an 
instance. I think, now that we have got this far, the heads or ministers of the 
departments should make a statement to the committee. I know if Mr. Howe 
were here, he would quite willingly make a statement with respect to the Depart- 
ment of Munitions and Supply, and Mr. Cardin would do the same with respect 
to Transport. I think we should have the heads of these departments, or the 
ministers, make a statement to the committee with respect to such orders, if 
they do exist; and I would so move, Mr. Chairman. 

Mr. Donnetiy: Mr. Chairman, I would move that the Chairman, Mr. 
Maybank and Mr. Gray be a committee of three— 

Mr. Jackman: I would object to that, 

The CuairmMan: What is that? 

Mr. JAcKMAN: One must take exception to that, because they represent 
one party. 

Mr. Gray: Put Mr. Jackman on in my place, if you like. z 

Mr. Donneitity: I move that there be a committee of three to interview 
the Minister of National Defence and other ministers, to see what people we 
should call or whom we should call before the committee, and. that they be 
called. 

The CHAIRMAN: Gentlemen, I have two rather indefinite motions. I have 
one from Mr. Gray that the heads of three departments of government be asked 
to appear at this committee to give information. 

Mr. DonNELLY: Which they may know nothing about. 

Mr. Hanson: They could be here— 

The Cuatrman: Just a minute. 

Mr. Hanson: I second that motion of Mr. Gray, Mr. Chairman, because 
I think if this committee is going to function at all— 

The CHarrman: I am sorry to interrupt, but.I could not hear that. 

Mr. Hanson: I say that I second the motion of Mr. Gray, because I feel’ 
that if this committee is going to be of any use at all, they should know whether 
the government has refused to accept the recommendation that this committee 
made last year, and on what grounds; and if instructions have been issued 
contrary to that recommendation, they should know it. 

The Cuarrman: Have you any proof that the government did refuse to 
accept the recommendation? 

Mr. Hanson: We have the statement of the President that the recom- 
mendation which this committee made last year for increased business based on 
mileage, employees and fixed charges, has not been acted on. 

The Cuarrman: You must remember that by the time that recommenda- 
tion got to the committee it was pretty badly disfigured. 

Mr. Maysank: You made reference to a couple of indefinite motions, 
Mr. Chairman. ; 


The Cuatrman: I did not get a chance to finish with it. I was inter- 
rupted while I was still talking. 


Mr. Maypanx: I am Sorry. 

The Cuamrman: I think I outlined the motion of Mr. Gray correctly. 
He did not get a seconder, although probably he easily could have-done so. 

Mr. Hanson: I did second it. | 


The CuairMAN: Well, his motion precedes Dr. Donnelly’s motion, and will 
have to be voted on by the committee. 
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Mr. Hazen: What is his motion again? 

The CuarrmMan: His motion is that the heads of the three mentioned 
departments of government, namely, transport, national defence and munitions 
and supply, be requested to appear at this committee to give testimony with 
regard to this matter. 

Mr. Bercovitcu: Is it necessary to have a motion to that effect? 

The CuHairMAN: But we have the motion. 

Mr. BercovitcH: Yes. 

The CHAIRMAN: I do not think the motion is out of order and I am going 
to put it as a matter of expedition. 

Mr. Bercovircu: If we have the gentlemen here of their own accord, it 
would serve the same purpose. These gentlemen might appear of their own 
accord and they could tell us in a few words whether they had any parleys 
or whether there was any discussion about that at all. 

The CHairnMAN: The motion is merely requesting them to appear. 

Mr. Gray: I am trying to bring it to a head, Mr. Chairman. 

Mr. Mayspank: I am not speaking in opposition to either of these motions, 
whether definite, indefinite, out of order or otherwise. But I hope you will 
not lose sight of the fact that there is 4 motion preceding them both, which 
is that the correspondence to which I have referred should be tabled here. 

The Cuarrman: I do not think it was in the way of a motion. I think 
it was a request and it is so recorded. It 1s recorded as a request. 

Mr. Maypank: Well, I can, of course, come back to it in a few minutes. I 
want to make absolutely certain that it will be observed. 

The CHairMAN: Do you wish to make a motion? 

Mr. Maypank: Of course, I suppose, if it is not recorded as a motion I 
will have to wait until you get this other debris out of the road. But I want to 
make it perfectly clear to all and sundry that I am coming back to it. 

The CuarrMan: We have track of it here. All in favour of the motion 
before the committee please signify. 

_ Mr. Lock Harr: Before the motion is put, would Mr. Vaughan suggest 
that there might be any head of any other department who might be included 
who could bring full information? 

Mr. VaucHAN: Well, the principal departments concerned, so far as the 
railway traffic is concerned, are the Departments of Munitions and Supply, 
National Defence and the Post Office Department. 

Mr. Locxuart: The latter has not been mentioned so far. I would move 
in amendment that the Post Office Department be added to the others. 

Mr. Gray: In order to save time, I will include that in the motion. 

The Cuatrman: And public works while you are at it. 

Mr. Gray: All right, sir. 

The Cuairman: Now you have got it fairly complete. All in favour 
of this motion kindly signify. Against? I declare the motion is carried. 

Motion agreed to. Yeas, 14; Nays, l. 

Mr. JackMAN: Mr. Chairman, it cannot be overlooked that the report 
of this committee did not receive the confirmation of the House last year. 
I do not know whether that makes any difference to the instructions on which 
the government should act. However, I should like to address a question 
to Mr. Vaughan and it is this. Does he agree with his vice-president, Mr. 
Fraser, who last year stated he could see no reason why the government, 
inasmuch as it owned this railway, should not give 100 per cent of the traffic 
which arises from government business to the C.N.R.? 


66 STANDING COMMITTEE 


Mr. VaugHan: My ‘opinion is that the C.P.R. is entitled to some of the 
traffic of these departments. 

Mr. DonngELLY: Do you think it should be divided on the basis of the 
main line mileage? 

Mr. VaucHan: There are several factors which have to be taken into: 
account in connection with the division of this business. We have much more 
mileage to maintain in outlying districts, and these lines are unprofitable to 
operate. We have nearly twice the fixed charges of the Canadian Pacific 
Railway. The Dominion Government has a tremendous investment in the 
Canadian National Railways. Before these railroads were brought together in 
1918 the C.P.R. had many competitors, such as the Canadian Northern, the 
Intercolonial and the Grank Trunk. They had several competitors. Now 
they only have one competitor. If all those competitors were still in existence, 
they could hardly expect fifty per cent of the business. 

Mire Mc@utLocH- ealinder swhat department does the C.N. Telegraphs 
come? 

Mr. VauGHAN: We. have several telegraph departments under Mr. 
Galloway—commercial telegraphs. 

Mr. McCuttocH: Do you not think they they should be added on to that 
motion, because there is where a lot of the trouble starts. Telegrams are 
going out through the country— 

The CHatrman: There is no department of telegraphs in the government. 


MrieMcGunrociessubnerein re telegrams going out from departments in 
Ottawa that are going out by C.P.R. | 

Mr. VaucHan: That would have to be included, I think, in whatever’ 
questions might be asked of the various departments, because both railways have 
got telegraph systems, express systems and railway systems. 

Mr. MayBank: Mr. Chairman, as I said a little while ago, I want to make 
completely certain with reference to that correspondence. I see that it is noted 
as a request. I should now like to know at this stage whether it will be 
necessary to make that motion. I would, therefore, like to know whether there 
Is any objection to that request. Will the papers be tabled? 

The CHarrMan: Well, Mr. Maybank, probably to make sure of your ground 
you had better make a motion. We have the request here and we cannot tell 
whether the papers will be tabled on & request or not. 

Mr. Maypanx: Very well. I so move. 

Mr. VaucHan: I know that these letters have been marked private and 
confidential. Whether you could get them here, I do not know. 

The CHarrMAn: Will you state your motion, Mr. Maybank? 

Mr. MayBanx: Yes, I move that all correspondence between the C.N.R. 
management and ministers and officials of the government relating to this matter 
we are now discussing shall be brought down by the management of the C.N.R. 
and tabled in this committee. | 

Mr. Gray: I will second that. 

Mr Bercovircu: Mr. Chairman, surely we have power to send for 
correspondence, 

The Cuarirman: What is that? 

Mr. BrercovitcH: We have power to-day to ask for correspondence of all 
kinds. I do not think a motion is necessary at all. : 

Mr. Gray: I do not, either, Mr, Bercovitch; but the Chairman sug- 
gested it. | 

The Carman: No. We had a request, but the man who made the 
request preferred a motion, and we have the motion. Now I have the motion 
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and I am going to put the motion to the committee. You have heard the motion 


of Mr. Maybank and Mr. Gray. I ask all those in favour to raise their right 


hands, 14. Those against, 1. I declare the motion is carried. Now what about 
doing a little more work? 

Mr. Lockuart: Is that work? 

Mr. Maypanx: Just a minute. I want a record of all these other inter- 
views just exactly the same as the Ralston interview. Even though we are going 
to request these ministers to come and make a statement, I nevertheless want to 
know what has been done. I spoke to Mr. Vaughan about the Department of 
Defence. Before leaving that, I do want to know the people in the Depart- 


-ment of Defence who appear to have the belief that they cannot divide traffic 


otherwise than fifty-fifty. You said, Mr. Vaughan, I think, that you could 
not yourself answer that question? 


Mr. VaucHAN: ‘That is right. 

Mr. Maypank: But that Mr. Fraser or some person from his department 
could. When could we get that? 

Mr. Vaucuan: I think they could answer that. I am sure they could 
answer it, Mr. Maybank, but it might put them in a rather embarrassing position. 
Mr. Maypank: They might answer it—some person like yourself—and you 


_ might give the answer; your shoulders being so much broader. 
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Mr. VaucHAN: We would not like to create the impression that we have 
any complaint against the officers of the Department of National Defence. 

Mr. Maypanxk: I quite understand that, and I think we have made that 
very clear that it is not a position of complaining about some of these officers 
with whom you deal. By the very question asked we realize the position you 
are in and you are not complaining about these officers. I still want to know 
who are the people from whom the traffic business had to be got in the Depart- 
ment of National Defence. . 

Mr. VaucuHan: That could be obtained. I still think that an expression 


of opinion from the heads of the departments as to how they have divided the 
business and what their policy is in regard to the division would answer the 


purpose. 

Mr. Maypank: All right. In deference to your opinion we can at least 
let the matter rest for a little while and if it turns out to be necessary we can 
come back to it. 

Now, then, would you tell what representations were made to any other 
department? I would like to get the story with relation to the Transport 
Department. 

Mr. VauaHan: Our officers are making representations daily to nearly 
every department of the government in their ordinary contact in the solicitation 
of business. 

Mr. Mayspanx: Perhaps I did not make my point clear. I was not refer- 
ring to your officers, but I was referring to the representations made by the 
railway similar to those which you yourself made to Mr. Ralston. What trans- 
pired between yourself or any other official of the railway and the Transport 
Department all along the line? . | 

Mr. VaucHan: I know that our executive officers and our freight traffic 
officers and passenger traffic officers, telegraph and express officers are con- 
stantly soliciting business from all the departments of the government and urging 


' that we be given a larger share of business. 


Mr. Maypanx: Apparently I am not making myself clear. I am not 


getting the answer to the real point. I did not deal with the solicitation of 
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business bit by bit but I was dealing with representations which may have been 
made by you and I understand were made by you to the Minister of Transport. 
Did you have any dealings with him on that question? 


Mr. 


Mr. VAuGHAN: 


Mr. MaysBanx: 


Ralston? 

Mr. VAUGHAN: 
Mr. MAyBANnK: 
Mr. .VAUGHAN: 
Mr. 


Mr. VAuGHAN: 


Mr. Maypanx: 
- since the time ofthe last Railways and Shipping Committee. 


MAYBANK: 


Yes, I have had. 
Were those similar to what transpired between you and 


Yes. 

Were any representations then made by you in writing? 
Representations have been made by me in writing, yes. 
And can you give me an idea when? 

At various times, some recently. 

I am really dealing chiefly with representations in writing 
Have there been 


representations made in writing in that period? 


Mr. VAUGHAN: 
Mr. MAyBAnx: 


there was? 


Mr. VauGHAn: 


Oh, yes. , 
Do you have any recollection of how much correspondence 


There has not been a great deal of correspondence because 


when we communicate once or twice with cabinet ministers we do not like to 
keep on pestering them. 


Mr. MaypBank: 


That would be included in the motion. Did you have 


conversations with them on this? 


Mr. VAUGHAN: 


Mr. MAyYBANK: 


you say? 


Mr. VAuGHAN: 


Yes. 
What did you represent in your conversations; what did 


The replies I got were that the matter would be taken 


up at an appropriate time. 


Mr. VAUGHAN: 
Mr. MAYBANK: 
Mr. VAUGHAN: 


ministers? 


Mr. VAUGHAN: 
Mr. 


Transport? 


Mr. VAUGHAN: 


Mr. VAuGHAN: 
Mr. 


Mr. MAyYBANK: 


Mr. MAyYBAnxK: 


MAYBANK: 


Mr. MAyYBANK: 


MAYBANK: 


With whom? 

I presume with the cabinet. 

Substantially the same answer as to Mr. Ralston? 

Yes. . 

Did you make any representations to any other cabinet 


No, I have not. 
Just the two—just Mr. Ralston and the Minister of 


And Mr. Cardin. 
The three of them? 
Mr. Howe, Mr. Cardin, and Col. Ralston. 
Would the correspondence which you have just been 


describing, the last one on the record, be the conversation with Mr. Howe and 
Mr. Cardin? 


Mr. VaucHuan: 


The last communication I had on the subject was with 


the Minister of Transport. Aol: 

Mr. Mayzanx: But the conversation which you have last been describing 
in answer to my question, which was the last one told about on the record here 
to-day, was that conversation with Mr. Howe or Mr. Cardin? 


tions with so many p 


Mr. VAUGHAN: 


I do not recall, Mr. Maybank; I have had many conversa- 
eople on this business that I do not recall them. 


The Cuairman: Mr. Howe was Minister of Transport for a while. 
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me Mr. Maypanx: Yes, I know. I want to make the point clear. Would it 
be fair to say that the conversations you have described with Mr. Ralston could 
likewise be taken as a report of your dealings with Mr. Cardin, substantially? 


Mr. VaucHan: Substantially, yes. All the cabinet ministers I have spoken 
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to have been sympathetic, and I believe have intended to take the matter up 
_ at an appropriate time. What they have done I do not know. 
is Mr. Maysanx: Would you say then it is substantially also the report 
_ of what transpired between you and Mr. Howe—the same thing? 
: Mr. VaucHaNn: Yes. 


The Cuarrman: Is there anv further discussion; if not let us proceed. 


Mr. Jackman: Before the subject is closed, I would like to ask the 
president whether or not the C.N.R. is in a position to handle more traffic at 
the present time. If we are to believe the publicity which appears in the news- 
papers, and particularly that issued from the Department of National War 
Services, the tendency is to discourage traffic which is not directly war traffic 
at the present time because the demands for moving troops and people on war 
business and war trade are so great that the various railroad lines in the 

country are all booked to capacity; so I rather fail to understand just what 
the contention is about at the present time. Would the president say whether 
or not his railway in particular is in a position to handle a substantially increased 
volume of traffic in 1942? 


Mr. VAuGHAN: I believe that both railways can still handle more traffie— 
both railways are still actively soliciting traffic, both freight and passenger 
from the public and from the government. We have not come to the point yet 
where we have to decline any traffic, nor has there been any congestion in the 
movement of traffic. Traffic solicitation is still a very active subject on the part 
of both railways. 


Mr. Maysank: What is the number of men, say, in the running trades in 
western Canada you have out of work at the present time? 


Mr. VaucHaNn: I could not answer that, Mr. Maybank; I do not know 
whether Mr. Walton could. | 


Mr. Wauton: We had some men on western lines who were loaned to the 
Atlantic region during the past winter as the business fluctuated on different 
parts of the line. That is something that has gone on in various years and it 
took place again this winter. As to just how many men are actually out of 
work—out of work is not altogether the term—we have quite a number of men 
who are really seasonal employees. When they were hired it was never thought 
they could secure day in and day out work. You are familiar with the way in 
which these men are handled, I think; they start in on what is called the extra 
list and gravitate to regular work as the years go by. Now, there are quite a 
number of those spare men on the western lines and very few on the Atlantic 
_ region where the reverse was the case and men were borrowed from the western 
lines to fill up the requirements this past winter on the Atlantic region. It is a 
variable proposition. 

__.. Mr. Maypanx: Your heard what I said about men who are C.N.B. employees 
but who were not able to work on account of not having enough seniority going 
over to the C.P.R. and working there. Did you know that was so? 


E Mr. Wauton: I understood there were some. There has been a heavier 
movement of grain on the Canadian Pacific in the last few months due to the 
. - location of the crop this year. I see no objection in cases of that kind to some 
of our men working for the Canadian Pacific Railway or vice versa if the 
Pf conditions were reversed. That is a reservoir of men—and I think it is very 
ee business—that either road can call on them. 
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Mr. Maypanx: I would not have you or anybody understand I was complain- 
ing about your men working for the C.P.R. 

Mr. Wauton: No, I did not think you were. 

Mr. Mayank: If you have a very considerable number of men unemployed 
and the other road has its full complement of work and is crying out for more, 
at first glance it would appear it is doing better than you are. That is the real 
situation at first glance. t 

Mr. Watton: One thing you need to look at to be sure your premise is 
correct is the number of spare men which three years ago or at the outset of the 
war the two railroads had. I do not know whether we might have had a larger 
spare list to draw from than they had. You would need to know that to be sure. 

Mr. Maypank: It is in order to get an explanation of that situation that I 
have raised the question. Did you have a larger reservoir proportionately than 
the: C.PR 

Mr. Wauton: I do not know—I do not know what their position was. I 
do know we had quite a sizeable list of spare men; how it would compare with 
the other road I do not know. , 

Mr. MaysBank: The men who spoke with me—and there were a large number 
of delegations—were men who had been on your list quite a long time and they 
were working with the C.P.R. men who were railroaders with about the same 
length of service. I questioned them for the very reason I have now mentioned. 
Mr. Nicuotson: How many passenger trains are running daily from 
Winnipeg on the C.N.R. and C.P.R. east? 

Mr. VauGHAN: We are running the two regular trains—numbers one, two, 
three and four. We are, of course, running extra trains from time to time. 

Mr. Nicuouson: Take during the last winter, have you any idea of the 
number of extra trains run as compared with the total number run on the, Blues 
Mr. Wauton: There are occasionally cases where additional sections are run; 
but east from Winnipeg that is not much of a factor on passenger trains. The 
two regular trains per day take care of most of the movement on the Canadian 
National. 

Mr. Nicuoutson: How many are there on the C.P.R.? 

Mr. Watton: The regular service is three—two in the evening and one in 
the morning; we have no morning train out of Winnipeg east that compares with. 
their morning train. 

Mr. Nicuotson: I remember the Confederation train which you ran at 
one time; would you have equipment to put on a similar service now? 

Mr. Watton: Yes, if it were needed; but we have the two trains—they 
are spread differently as to hours of the day—we have the two trains now 
and we had the two trains at the time you spoke of the confederation train. 
It is only a difference in the time of the day. ; 

Mr. Nicuotson: At that time there was a fast train through Regina? 
Mr. Watton: Yes, now it goes direct through Saskatoon. 

Mr. Nicuouson: It gave a better service through Regina. 

Mr. Watton: Brandon and Regina; east of Winnipeg the same number 
of trains are running now as when that service was on. 

Mr. NicHotson: They both leave at the same time, do they not? 

Mr. Warton: They leave close together; one is a Toronto train and the 
other is a Montreal train. ) 

Mr. Nicuotson: Would the equipment be available to take a train out 
of Winnipeg in the morning, instead of the evening one? aN 
Mr. Watton: It would take the same amount of equipment as now if 
we ran it at a different time. 
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Mr. JACKMAN: Inasmuch as the railways can handle, perhaps, some more 
traffic, if there was a diversion of traffic, artificial or otherwise, from the 
CPR. to the C.N.R., I presume in the opinion of Mr. Walton that would 
result in the laying off of certain C.P.R. employees? 

Mr. Watton: I presume if they lost business that came to us_ there 
would be less work for the men over there, unless traffic from other sources 
increased enough to take up that slack. 

Mr. JAcKMAN: Traffic from other sources? You would have as good a 
chance to get that as any other railway? 

Mr. WaALtTon: Yes. 


The Cuatrman: Mr. President, it may be a rather ill advised question, 
I am afraid, but rumour has it in our part of the country, and you hear it 
very often that you could cut down the time of your eastern train to Winnipeg 
and Ottawa by a number of hours, but the schedule has to be maintained 
out of consideration for the C.P.R. Since there seems to be a general 
investigation into these matters I suppose you might as well answer that 
question now. 

Mr. VaucHan: The departure and arrival of certain trains is agreed 
upon with the Canadian Pacific Railway. Both railways could shorten up 
their times if they eliminated stops. However, I think the time between 
Toronto and Montreal, and between Vancouver and Montreal and Toronto; 
and, of course, from Winnipeg to Toronto and Montreal, is fairly satisfactory 
to-day to all concerned; and I do not think in these times it would be wise 
to start shortening up the times of any of the trains. 

Mr. Maypank: Could you shorten up the time of your trains without 
any increase in cost of operation? 

Mr. VaucHAN: We could, somewhat. It must be remembered that in 
the wintertime our trains have to run through very difficult territory, the 
same as the C.P.R.; we meet sometimes 60 below zero weather at Hornpayne, 
White River and Schreiber. At the present time, as you know, we have a 
satisfactory schedule. It is just 86 hours from Montreal to Winnipeg, two 
nights and one day; which is a good schedule. 

Mr. JACKMAN: Does the same principle apply in rail transportation as 
in automotive transportation; that the faster you go the greater fuel 
consumption, that it increases geometrically, shall we say? 

Mr. Vaucuan: Not to the same extent. It is a different kind of power. 


Mr. McCuutocu: Is there any point at which the ume on the CG Pik. is 
the same as the time on the C.N.R? 


Mr. VaucHan: Between Montreal and Winnipeg, and Montreal and Van- 
couver, it is the same—within a few minutes, practically the same. 


Mr. Watton: There-is one other feature in connection with these main 
line trains and that is that we arrive now at convenient hours. The eastern 
train arrives at Ottawa at 6:20 in the morning, and I do not think anyone would 
want to get into Ottawa earlier than 6:20, and at 8:50 in Montreal. That is 
a good time. Those trains reach Winnipeg at 9 or 9:20. While there is an agree- 
ment between the roads that they will not continually try to shorten up their 
runs and thereby create an undesirable situation, the general object is to main- 
tain the best running times for the convenience of the public. We plan to 
arrive in Winnipeg at a convenient time and our train leaves the east at such 
an hour as to enable it to arrive in Winnipeg the first thing in the morning; and 
the same thing applies at Vancouver, where we arrive first thing in the morning; 
with similar times at other important points. It is just about as convenient as it 
can be made. If any jacking up were attempted you would be arriving at 
unreasonable hours. 
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_ Mr. Nicuotson: You have all your trains now getting into Winnipeg in 
the morning and there is a day spent in Winnipeg. Could you not eliminate 
that long layover at Winnipeg? } 


Mr. Wauron: The trains are timed to arrive in Montreal and Toronto, in 
the morning. There has to be an adjustment some place and the result is that 
you have the day in Winnipeg so that the service will enable you to arrive at 
the more important eastern points—or western points, as the case may be— 
at the most convenient hour. I might say, also, that the weight of public opinion 
seems to favour arrival at these eastern points in the morning, which naturally 
involves having a departure from Winnipeg timed to suit. The service is built 
up around what we have found by contact with the public to be public 
convenience. 


Mr. Gray: Is it understood that you are going to arrange for your vice- 
president in charge of traffic, to be here when the officials of the other depart- 
ment are before this committee? 


Mr. VaucHan: Yes. 


Mr. Hanson: This seems to be a general discussion about. train services. 
I would like to ask, Mr. President, if there is any possibility of increasing your 
service on the northern lines? | 

Mr. Vaucuan: That would depend entirely on the business offering. There 
is considerable prospective business on that line; particularly to Prince Rupert 
in connection with certain developments that are going on there about which 
we cannot say very much. If there is sufficient business to warrant an increase 
in the service, an increase will be made. 


Mr. Hanson: There is just one passenger train a week now? 

Mr. Watton: There are 3 mixed trains a week. 

Mr. Hanson: But just one passenger, 

Mr. Watton: That one passenger train was predicated on the triangle tour 
business, which is not going to be very substantial this year. a 

Mr. Hanson: But similar service would mean three mixed trains a week? 

Mr. Wauron: Yes. 


Mr. Suaw: I should like to have some information regarding the coal which 
is used by the Canadian National on its various lines, the extent to which coal 
is imported from the United States; and any changes which may have taken 
place during the past year with regard to the consumption of Canadian coal. | 

Mr. VaucHan: We will be very glad to furnish you with a statement in 
that connection. I may say generally that our imports of United States coal 
have increased because we were unable to get sufficient Canadian coal to meet our 
Canadian requirements. There was ample in 1939 and we were able to get 
Canadian coal which we used as far as Montreal and Toronto. This last year 
we have had to send American coal as far as Riviere du Loup and Edmundston. 

The Cuamman: How far west have you sent it? 

Mr. VaugHan: We have brought western coal, Alberta coal as far east as 
Sioux Lookout; and in some cases as far east as Fort William. Paes a 

Mr. SuHaw: Am I correct in assuming from that statement that until recently 
you were able to get an ample supply of Canadian coal; and that the increase 
in the consumption of United States coal was on account of the inability to 
procure sufficient quantities of Canadian cecal? 

Mr. VAUGHAN: Yes. 

Mr. Suaw: Have any difficulties been encountered in regard to getting 
additional coal from the United States? | 
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- Mr. VaucHan: No, sir. We have had no difficulty up to the present time. 
- We are buying a lot of it at the moment. The United States authorities have 
_ advised everyone to get in as much coal as they can because of the possibility 
_ that there may be a shortage this fall. 

j Mr. Suaw: And further in that regard may I ask where in the United States 
e this coal comes from? 

; Mr. VaucHan: That depends on where the coal is going to. We buy a 
certain amount of coal in western Kentucky, some from Pennsylvania, some from 
Ohio, and some from West Virginia. 

: Mr. Suaw: Is the Canadian National financially interested in any American 
F mines? 

Mr. VaucHAN: Yes, sir; we own and operate the Rail and River coal mines 
in Ohio. But any coal that we have taken from these mines in years gone by has 
never been in competition with Canadian coal. 

Mr. Hanson: Does the company operate that mine all the time? 

Mr. VaucHan: Yes, it is being operated to capacity. 

Mr. Hanson: What do they do with the coal that they do not take out for 
their own railway? | 

Mr. Vaucuan: We sell it to others; or, sometimes we close the mines 

down. 
4 Mr. Hanson: Then, it is not operated all the time? 

Mr. Vaucuan: It is only operated when it is economical for us to operate 
it. We have three mines all operated by the Rail and River coal mines, with a 
production of approximately 2,000,000 tons of coal. 

Mr. Jackman: Just as a matter of interest, would you tell us what the 
average price of coal for 1939, 1940 and 1941 was? 

Mr. VaucHan: You are talking about American coal? 
Mr. JAcKMAN: No, coal generally for the line. 


Mr. Vaucuan: The price of coal has been gradually going up. There is a 
minimum price in the United States, and I think a maximum price will be put 
on. We have only paid the minimum price in the United States. I think the 

~ average price in the United States last year was in the neighbourhood of $1.80 

~ a ton, whereas in Canada it would be two or three times that. That is the price 
at the mine. 

Mr. Hanson: How long has the railway owned that mine in the United 

States? : 
Mr. VaucHan: I would say between 30 and 40 years. It was a property 

acquired by the old Grand Trunk Railway many years ago. 

7. The Cuatrman: I was going to ask if the ownership of these mines was a 

business venture or an economic measure? 


Mr. VaucHan: I imagine the principal consideration from their stand- 
point was economy. No doubt the Grand Trunk purchased these mines because 
a they felt they could get their coal supply cheaper by owning their own mines. 
4 _- The Cuairman: About what percentage has coal increased in the past 
of three years? 

Mr. Vauauan: I would be glad to furnish you with a statement showing the 
_ average price at the mine of all coal. If this committee would like to have that 
_we will file it. 

& Mr. JackmMAN: If it is not too much trouble, it is a matter of general interest. 
Also, with regard to ties; the rumour is that they have gone up very substantially 
in price. What has been your experience in buying ties during the last three 
- years—and present contracts? 
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Mr. VaucHan: The price of ties has advanced materially. I think we are 
paying this year around 10 to 15 cents a tie more than we did last year for 
No. 1 ties. We paid more last year than we did the year before. We always keep 
within prices set by the Timber Controller, 

Mr. JAckKMAN: What is the price now for ties? 

Mr. VaucHan: That would depend on the territory. We have different 
prices for different territories. I think for the No. 1 tie we are buying in eastern 
Canada the price is in the neighbourhood of 85 cents—yes, that is it. That is 
for No. 1; for No. 2, which is a smaller tie, 75 cents. For No. 3, 50 cents. That 
is about 10 cents a tie higher than the year before; and the year before was 
considerably higher than the previous year; so the price of ties has been gradually 
going up in the last three years. 

Mr. JackMAN: Can you get all the ties you require at the ceiling price now? 

Mr. VauguHan: We have had difficulty in getting sufficient ties in certain 
districts, particularly hardwood ties for creosoting purposes. But we are getting 
enough to meet our requirements. 

The CHairMAN: I think we had better proceed. You will be asking these 
questions all day. 

Mr. JAcKMAN: In the third paragraph under operating expenses it is 
stated: ‘In view of the more intensive utilization of system equipment it was 
thought advisable to increase the provision for depreciation. The provision made 
in the 1941 accounts was $13,591,000 against $11,262,000 in. the preceding year.” 
What is the reason for this increase? I mean, is this depreciation made more or 
less automatically; or, do you have a schedule, or is it simply left to the Board 
of Directors? 

Mr. VauGcHAN: There is a regular basis for depreciation and we stepped 
that up last year a little. 

Mr. JAckKMAN: In addition to the regular basis? 

Mr. VAUGHAN: Yes, sir. , 

The CHAIRMAN: I think we might try to get on a little further with this 
report. 

Mr. SHaw: Reverting back for a moment to this transcontinental train 
service: It is generally understood that the C.N.R. roadbed throughout the west, 
particularly through the mountains, is far superior to that owned by the C.P.R.; 
and it is further the general belief that we could speed up our services, but 
that. it is only out of consideration for the C.P.R. that we do not. Now, that 
is the common opinion held by people in the west. I would like to know to 
what extent we could step up our services, if we were for the moment at least 
to forget the C.P.R. ; 

The CHAIRMAN: I would like to point out to the members of the committee 
that we have been over that ground just a few moments ago. 

Mr. SuHaw: I do not believe that that aspect of it has been pointed out. 

Mr. VaucHan: I would not like to create the impression that we are 
governed by the C.P.R. in connection with the arrangements of our schedules, 
because that is not so. The arrangements made are to our mutual advantage; 
as I intimated before, I do not think it would be desirable at this particular 
time to speed up any of these transcontinental schedules, because very much 
other traffic is moving at the present time, andi as Mr. Walton pointed out. the 
schedules are arranged to arrive and depart from the larger centres at convenient 
times. If we were to alter these schedules we would not get into places like 
Edmonton, Winnipeg, and other points at convenient hours; the changes might 


cause our trains to arrive at times which would not be agreeable to the public 
generally. 
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Mr. Suaw: Of course, Mr. Chairman, what I had in mind particularly was 
not so much the desirability as the ability to speed up these services. That was 


_ what I was trying to get at. We could, I would judge, speed up our service; 


whether it is desirable to do so at the present time or not is apart from the 


“main issue. 


Mr. VaucHAaN: What would you say to that, Mr. Walton? 

Mr. Watton: I think some of these trains could be speeded up a little 
and at the same time maintain safe operation. The schedules are slower through 
the mountains than on the prairies, for obvious reasons; and while we have an 
easier grade on the line than the Canadian Pacific through the mountains, the 
Canadian Pacific have been operating a great many’ more years than we have, 
and that has something to do with the stability of the road. I would say that 
I think we could cut down the time a little but it would not make any appreciable 
difference in the practical time of arrival at important points. 

The CuairMAN: Let us proceed. 

Mr. JackMAN: Before we leave the second paragraph on page 5, may | refer 
to the following. The paragraph begins: 


The railway and its equipment have been maintained in satisfactory 
operating condition. System freight car serviceability throughout the year 
was the highest on record, the year’s index registering 96-4 per cent. 


I notice in the C.P.R. report their index is 98 per cent. You say, “The ratio of 
locomotives in serviceable condition was 79-6 per cent, the highest for several 
years.” Whereas the C.P.R. says theirs is 92-3 per cent. To a layman it seems 
rather an extraordinary difference. 

Mr. Vaucuan: I think we will find there a different method of computation. 
Is that so, Mr. Cooper? 

Mr. Cooper: Yes.. 

The CHAIRMAN: Would you care to explain? 

Mr. Vaucuan: Mr. Armstrong has some figures. 

Mr. Armstronc: For serviceability of equipment we showed 81:9 per cent, 
and the Canadian Pacific 92:3 per cent. In the Canadian Pacific figures they 
show every locomotive which is going into the main shop for repairs. We on our 
part count any locomotive if it is awaiting repairs in excess of twenty-four hours. 
There is a difference in the method of counting the locomotives, in counting 
unserviceability. That would account for some of the difference between the two 
figures. For freight cars there is a small difference. The Canadian Pacific shows 
98-0 per cent, we show 97-1. Even there the difference is not great, but it is 
accounted for to some extent by the method of counting. The C.N.R. calculates 
its bad order cars by the number of unserviceable days in the period. ‘The 
Canadian Pacific on their part count the number of unserviceable cars at the end 
of the period. There is a difference in the method and basis used. 

Mr. JacKMAN: I am Sure you will appreciate the difficulty the non-technical 
man has in trying to compare the two systems. One might take it from your 
remarks and those of the president, if the competitive systems were on the same 
basis the reports would be identical. 

Mr. Armstrrona: Not necessarily so at all. They might be expected to be, 
in these times, not very far apart. 

Mr. JacKMAN: Is there any way that this committee, which is charged with 
a duty of examining the report of its railway, can find a basis of comparison 
which is fair? Do you follow a standard like the 1.C.C. standard, shall we say? 


Mr. Armsrronc: Yes, we do follow the I.C.C. plan. 


4 i \ ; 
er. 
ay. 


76 STANDING COMMITTEE 


Mr. Jackman: The C.P.R. follows its own standard? 


Mr. Armstrone: Of course, we do not know in every detail—you could call 
it their own standard, because it differs from the I.C.C. 


Mr. Jackman: Is it the standard adopted from the practice in Great Britain? 
Mr. Armstrone: I could not say as to that. The only possible way of finding 


out definitely why there is a difference would be to examine the Canadian Pacific 
accounts. ‘That is the only method I know of finding out what is the difference 
between the two—accounting for the difference in the figures. We do know the 


difference in the methods, as far as I have outlined. 


Mr, SANDERSON: Mr. Chairman, we are on page 5, I think. 
The CHarrmMan: Yes. 


Mr. SANDERSON: In regard to the hotel operating income, I see it has 
improved by $89,591. I should like to have some information in regard to the 
earnings of all the hotels. 

Mr. VaucHAN: We have agreed, Mr. Sanderson, to file here, as we did last 
year, a statement of the earnings and expenses of our hotels. That will be filed 
with the committee, ) 

Mr. SANDERSON: That would be all right; I have no objection to that, but I 
should like to know the names of the hotels that are making money. You can 
give that information, of course, Mr. President? 


Mr. VAUGHAN: We can. That, of course, will be shown in the statement 
which we file. Generally speaking I can say offhand the Halifax hotel, the 
Chateau Laurier hotel, and one or two of the smaller hotels like the Edmonton 
hotel, are doing better than breaking even on operating expenses. But this 
statement will give you the whole picture. 


Mr. SANDERSON: That is all right. Tell me, if you will, please, about the 
hotel at Vancouver that is jointly owned by the C.P.R. and the C.N.R. 


Mr. VAUGHAN: No, sir, it is not jointly owned, jointly operated. It is owned 
by the Canadian National and the Canadian National leases it to the Vancouver | 


Hotel Company, in which both companies have a 50 per cent interest. 


Mr. Cooper: The operating profit of the Hotel Vancouver in 1941 was 


$100,260. In 1940 it was $73,708. 

Mr. Hanson: Is that the net profit? 

Mr. Cooper: That profit is divided three-quarters to the Canadian 
National and one-quarter to the Canadian Pacific. 
Mr. SanpERson: Three-quarters to the Canadian National? 
Mr. Cooper: Yes, sir. | Seigea 
Mr. Hanson: What was the total cost of the hotel up to 1949? 
Mr. Coopmr: The investment expenditures for the Vancouver hotel to the 
of 1941 were $11,625,000. 
Mr. Hanson: How Many rooms are there in theghotel? 
Mr. Cooper: I think approximately the same as the Chateau Laurier. 
Mr. VaucHan: Six hundred, or something like that. 
Mr. Cooprr: The Chateau Laurier has 520 rooms, the Vancouver hotel is 
about the same, . 

Mr. Sanperson: Your hotel profits consist largely of the profit at the 
Chateau Laurier, The Chateau Laurier makes the largest profit? : 

Mr. VauGuan: Undoubtedly, yes. 

Mr. JacKMAN: What is the basis of that lease to the operating company? 
How much do you get? 
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Mr. Cooper: The operating company is required under the lease to pay its 

net income as rent up to an amount of $280,000. In the first place the entire 
‘net income goes to the Canadian National Railways as rent. Our agreement 

with the Canadian Pacific is we will pay to them one-quarter of the rent 

» received. That is a consideration in respect to certain arrangements regarding 
~ their old hotel. 

| Mr. Jackman: They had a hotel there originally? 

Mr. Cooprr: Yes. 

Mr. Jackman: And the basis of this arrangement concentrating the volume 

of business in the one hotel was that all rentals come to the C.N.R., but that 
after $280,000 is allowed one-quarter of the excess goes to the Canadian Pacific 
Railway? 

Mr. Cooper: No. The lease calls for a rent to the Canadian National of 
$280,000 if earned. To the extent that it is earned that is the rent for the year. 
There is no carry forward and no arrears. ‘They pay the net earnings for the 
year and that ends it. We pay to the Canadian Pacific one-quarter. The 
Canadian Pacific in 1941 would collect $25,000 of the $100,000 net income. 


Mr. Jackman: You get no rental charge before they get their one-quarter? 


Mr. Coorer: No; if the Vancouver hotel made $100 net income the 
- Canadian Pacific would get $25. 
if Mr. Jackman: If you should by some happy stroke earn more than 
$280,000, how is the division then, on the same basis? 

Mr. Coorrr: I am not sure about that. It is a possibility we have not 
~ contemplated. 

Mr. Sanperson: You have not reached it. 

Mr. Jackman: I am not familiar with the situation in Vancouver. It is 
many years since I have been there. The Canadian Pacific had an hotel there; 
‘that is the story? 

Mr. Coopmr: Yes. 

Mr. Jackman: They turned it into something else? 

* ~ Mr. Vaucuan: They had a very old hotel there which has been rented to 
the Department of National Defence for the use of troops. 

Mr. Jackman: Why did they get this apparent favourable contract with 
the Canadian National? After all they have no capital investment in the hotel 
operating to-day and yet they get one-quarter of your earnings. 

Mr. VaueHan: When the deal was negotiated our people believed it was 
the right thing to do because it closed the Canadian Pacific Railway hotel. 
- Both hotels would have been competing against each other and probably both 
| ~ would make large losses had they continued to operate individually. 

Mr. Jackman: So the quid pro quo was closing the Canadian Pacific hotel 
and concentrating all the business in the big hotel which might then operate at 
ea profit? 

; Mr. VAUGHAN: Yes. 


ee 


et Mr. Jackman: It would be like closing the King Edward Hotel in Toronto 
and the Royal York getting all the business. 

Bees Mr. Vauvewan: And, of course, the Canadian National is interested to some 
extent in the salvage of the old Canadian Pacific hotel. 

a Mr. Jackman: To what extent? It is being rented now to the Depart- 
-. ment of Munitions and Supply? 

. Mr. VaucHan: Yes. 

Mr. Jackman: Who gets that rental? | 
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Mr. Cooper: The old Canadian Pacific hotel is now rented to the Defence 
Department. I think it is used as a sort of recruiting centre. National Defence 
pay $1,000 a month and the revenue and the expenses of administering the 
hotel are divided 50-50 between the two railways. 

Mr. JAcKMan: The Department of Nationa] Defence pays that amount to 
the C.N.R.? : 

Mr. Cooper: No. The hotel was owned by the Canadian Pacific Railway 
and payment is made to that Company. 

Mr. JAcKMAN: The Department of National Defence pays $1,000 a 
month? | 
Mr. Cooper: $1,000 a month. 

Mr. JACKMAN: You get something out of that? 

Mr. Cooper: We would get something except for taxes; the taxes are rather 
high and we have to assume our share. 

Mr. JACKMAN: You have got a certain liability in connection with the old 
Canadian Pacific Railway hotel? 

Mr. Cooper: At present, yes. If the Canadian Pacific hotel is sold or 
pulled down, under our agreement we would have a share in the proceeds. 

Mr. JackMaNn: Is this agreement in regard to the new hotel on a very long- 
term basis, because the Canadian Pacifie has not proprietary interest in it; it is 
all owned by the Canadian National, is it not? 

Mr. Cooper: The Hotel Operating Company, the stock of which is owned 
90-50 by each railway, that is the company which operates the new Vancouver 
hotel, has a twenty-one year lease with the option of renewal for another twenty- 
one years. The Canadian Pacific Railway may share in the operation of our 
hotel for a period of forty-two years, if they choose. 

Mr. JAcKMAN: In return for that they closed down the old hotel and gave 
you a proportion of the salvage value? 

Mr. Cooper: That is right. 

Mr. JAcCKMAN: What is the proportion? 

Mr. Coorsrr: I could not recall exactly. 

Mr. Jackman: All right. 

Mr. SanvEerson: Does that mean that the new hotel in Vancouver is owned 
by the two railways in the proportion of 50 per cent each? ; 

Mr. Coorer: No. The hotel is the property of the Canadian National Rail- 
way Campany, 100 per cent. Canadian National made a lease to a company 
called the Vancouver Hotel Company, the stock of which is owned 50 per cent by 
the Canadian National and 50 per cent by the Canadian Pacific. The hotel 
company—that is, the operating company—is, under its lease, obligated to pay 
rent to the Canadian National Railway. | 

Mr. SANDERSON: I understand it now. Thank you. 

Mr. Hanson: Mr, Chairman, yesterday there was sent to me a number 
of questions regarding the Vancouver hotel. 

The Cuarrman: A little louder, Mr. Hanson. I can hardly hear you, and 
I know the committee are in no better position. 

Mr. Hanson: There were some questions sent to me regarding the Vancouver 
hotel yesterday. Pretty nearly all of them have. been asked, with the exception 
of this one. It is from a public body in Vancouver and is to the effect that many 
complaints from the general public have been lodged regarding the lack of atten- 
tion at the telephone exchange at the Vancouver hotel. I do not know whether 


one has anything to do with the management, but I thought probably I should 
ask, 
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Mr. VauGcHan: We shall be very glad to look into that and correct anything 


that is wrong. We have not heard about it here. It would be a matter of local 


management. 

Mr. Jackman: Do you consider that, on the whole, the C.P.R. have a 
bigger interest in hotels than the C.N.R.? 

Mr. VaucHan: Across Canada? 

Mr. JACKMAN: Yes. 

Mr. Vaucuan: They have a much larger investment in hotels than we have. 

Mr. Jackman: I noticed somewhere in their report that they have a very 
substantial increase in earnings during the year; that is, in hotel earnings. I 
do not see it at the moment. Also they had this paragraph, “Net earnings from 
hotel, communication and miscellaneous properties after provision of $1 400,624 
for depreciation on hotels.” Are they following a procedure which I would 
consider more orthodox than the C.N.R. does in regard to hotel accounting? 

Mr. Cooper: The Canadian Pacific is accruing depreciation with respect to 
its hotel investments and the Canadian National Railway is not. 

Mr. Jackman: You are still following the retirement policy? 

Mr. Cooper: Yes. 

The CuatrMan: I should like to consult the members now with regard to 
a session of the committee this afternoon. This is Friday afternoon. We 
would like to get on with this work. We have had very free discussion of 
everything this morning and yet we have not covered much ground except by 
way of discussion. 

Mr. Gray: We always take a day or two with this preliminary discussion. 

The CuarrmMaNn: I appreciate that. 

Mr. Gray: We will have to come back next week anyway. 

The CrarrMan: What is the wish of the committee? Shall we meet this 
afternoon? 

Mr. Jackman: We have to come back next week necessarily, I suppose, 
Mr. Chairman? 3 

Mr GRAY? AY es. 


Mr. Jackman: It is only a half day in the house. 


The CuamrMan: I should like to say this. I would remind the committee 
of this point, that it is at considerable inconvenience that the railway officials 
come here, and that they are under particular stress just now by way of 
being short-handed and they have a loteof extra work under consideration. 
So if the committee were not very definitely decided about the matter, we 
might get in an hour or two this afternoon. However, that is up to the 
committee. 

Mr. Nicuotson: In view of the work that is piling up for the officials, 
I think we might meet this afternoon. | 

Mr. McCuttocy: I move that we meet this afternoon at four o’clock. 

Mr. Donnetiy: I will second that. 

The CyatrrMAN: There is a motion that the committee meet this after- 
noon at four o’clock. All those in favour? 11. Against? 2. 

Motion agreed to. 


Mr. Jackman: Might we just ask the officials whether or not they would 
prefer to go back to Montreal on the early train this afternoon or prefer to 
stay over. 

Mr. VaucgHan: We would prefer to stay over. 
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The CuHatrman: I do know that the officials are very anxious to get 
through with this. We have had a vote on it, so we will meet this afternoon 
at four o’clock. But we still have a few minutes left before one o’clock. 

Mr. Hazen: Mr. Chairman, I note that in the report it says “the financial 
results of separately operated subsidiary companies improved to the extent 
of $1,169,000.” Is a list of these subsidiary companies given in this report 
in the back? 

Mr. Cooper: Yes, you will find it on pages 22 and 23. On those pages you 
will find a list of all the companies that are comprised in the system and the so- 
called separately operated companies are all indicated by an asterisk. If you 
will read the footnote on page 23, you will find, “The income accounts of com- 
panies indicated with an asterisk are included in the system income account as 
‘separately operated properties’ ”’, | 

The CuHatrman: I think we ought to take that matter when we come to it, 
gentlemen, and get through this report of the president first of all, if possible. 
Then if we have any questions in our minds we can have them cleared up at 
the end. 

Mr. Hanson: Let us proceed then. 

Mr. JAcKMAN: There is just one point on the amount of money that has 
been spent on the protection of the company’s properties. I presume that your 
legal department has taken up with the government whose duty it is to protect 
against sabotage. 

Mr. VaucHan: Yes, we have had that up, Mr. Jackman. It has been a 
matter of much discussion and correspondence. They are doing some protection 
and we are doing some. But it is an extra expense that we are being put to for 
the protection of our line for the handling of traffie during the war period, 

Mr. JAcKMan: You are spending $500,000 and I suppose employing three 
hundred or four hundred men on that job? 

Mr. Vaucuan: Yes. 

Mr, JAckMAN: Do you feel that the government has acted fairly in view of 
whatever legal obligation there is on the government to afford you protection. 

Mr. Vaucuan: I am not sure that it was dealt with from a legal standpoint. 
But the present arrangement was one that was arrived at and I think is mutually 
satisfactory. 

Mr. NicHotson: Mr. Chairman, I received a complaint this morning to the 
effect that the men engaged for the protection of the company’s property are not 
receiving the cost of living bonus. Can the president make any statement regarding 
this situation? 

Mr. Wauton: The situation in that regard was that it was understood they 
were not entitled to the cost of living bonus, having been granted certain increases 
in pay within the time referred to in the orders in council which govern the cost 
of living bonus. At the present time that is being looked into again to see if 
there is anything in their contention that they are still entitled to the cost of 
living bonus. But from the last stage of it that I saw a few days ago, it did not 
look as though they were entitled to it, in view of the wording of the various 
orders in council that govern the cost of living bonus. 

Mr. Nicuouson: My information is that these men are being paid forty 
cents an hour, for an eight hour day, seven day a week. I wonder if that is 
correct. 

Mr. Watton: I am not sure what their actual hours are. 

Mr. NicHotson: What about the hourly rate. 

Mr. Wauton: I think it is around forty cents an hour, 

Mr. Nicuoxson: Can you find out definitely. 
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Mr. Wauton: We can get the rate. 

Mr. VauGHAN: We will get the rate for you. 
The CHarRMAN: Will you proceed Mr. Vaughan. 
Mr. VAUGHAN: Yes. 


FINANCE 


No security issues fell due for retirement during the year other than the 
normal annual payments of principal under equipment trust, sinking fund, and 
' serial issues, which totalled $9,666,000. This amount was financed through 
; loans from the Government. 
. The primary reason for the decrease in interest paid to the public and the 
-_ increase in interest paid to the Government lies in the repatriation of the G.T.R. 
- 4 per cent debenture stock referred to elsewhere in this report. 
Cash Surplus 
From the foregoing it will be noted that the gross revenue for the year was 
$304,376,000. After the payment of all operating expenses the net revenue 
remaining was $66,608,000. Out of this, taxes, fixed charges, etc., absorbed 
$62,592,000, leaving a cash surplus of $4,016,000, or $21 millions better than the 
results reported last year. Payment will be made to the Government before the 
close of the fiscal year ending March 31st, 1942. 


CAPITAL EXPENDITURE ACCOUNT 


The net expenditures on property investment account for the year 1941 
amounted to $13,762,485, made.up as follows: 
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Rawipment: resired uh kes sid oa Tren ntle RAMEN ARR Ceca iis ate eee Gece cated 3,135,087 
General percerments  LOLeGuIPMent. sy oy Semler e shoals diol te areas 345,848 
WauIpInenh .COUVELAIONS .ANd\ DRAMSLETS (elmer ells cue eho s wala b ately 843,930 
Express: and), miscellancous equipment... PRR. Pei ee ole ke hoe 69,611 
Panevaryyersion UH oly Mich a. SUDGIVISION. mesieiainis we Were k no 6 oa ma as 275,000 
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Yard extensions between Fairview and Richmond, N.S........... 189,279 
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Prack extensions, at Napacowarm.. NB. . eons ee egrets sods 84,433 
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Warde ext ENSTOU aut GIT EOS CONG iwi, ic. a: Cue MAN as erate ae asain ol Cee aa 124,486 
Mardrexveneron aust rCol wOUe en. Sy 5 ho Memeo Soa la recaliee 485,011 
Ward extension at Pomt Sto Charles; Que stares a i ieee le 99,762 
Locomotive shed:at Pomt StGharles, Que cares fia ve widiel ates pects 50,768 
Track.extension at Pickering, Ont... 0... eee ee st a ey A Poowled 
Montrealiwerminal Develapmeatainn 26 fo ARR ee aks Mae wets dip (a 3,011,781 
General additions and betterments, less retirements.............. 3,391,638 
" $13,762,485 
iz The extension and rearrangement of yard terminal and track facilities above 


referred to were necessary for the handling of increasing wartime traffic. 
pi The expenditures on the Montreal Terminal bring the expenditures to date 
4 to a total of $25,436,000, of which $16,651,000 was expended prior to 1939 and 
$8,785,000 since January 1st 1939, when construction was resumed on the mod- 
ified plan. The 1942 budget includes $1,900,000 for the completion of the pro- 
ject. | 

The following equipment was acquired during the year: 9 electric loco- 
motives, 4 diesel switching locomotives, 28 second-hand coaches, 19 colonist cars, 
5 sleeping cars, 1 mail car, 300 box cars, 300 flat ‘cars, 475 coal cars and 232 
work units. 

The following equipment was retired during the year: 73 locomotives, 525 
freight train cars, 12 passenger train cars, 322 work units and 3 units of floating 
equipment. The loss has been charged to depreciation reserve. 
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Mr. JAcKMAN: Under the Capital Expenditure Account, the second item, 
you have “equipment required $3,135,087.” I believe there is set up in your 
depreciation on your rolling stock, according to your policy inaugurated last 
year, $13,391,000 in addition. So that gives us a total, if you like, of 
$16,000,000 odd. Of what is that a percentage? Looking at your assets side 
of the balance sheet, the railway rolling stock and everything is lumped 
together. How much is rolling stock or equipment carried at in your books? 

Mr. Cooprr: $435,000,000. 

Mr. Nicuotson: At what date? 

Mr. Cooprr: At the beginning of 1941, $435,000,000. Provision for 
depreciation in 1941 represented 3-12 per cent of the value of the equipment 
which we owned. We have different rates for-the different classes of equip- 
ment—locomotives, passenger train cars, freight train cars, and so on—we 
have different percentages for the different classes; but taking the composite 
rate for all our equipment the depreciation in 1941 represented 3-12 per cent 
of the investment. That item compares, for instance, with the Pennsylvania 
railway rate of 2-79%,; New York Central, 2-81; Southern 2-99; B & O 2-79; 
Great Northern 2-8; Northern Pacific 2-83; so the Canadian National Rail- 
way’s provision for depreciation in 1941 was somewhat better than that of the 
important roads I have referred to. 

Mr. JAcKMAN: Is the 3-12 per cent the combination of the $13,591,000 
plus $3,135,000? 

Mr. Coorrr: No. 

Mr. JACKMAN: It is just depreciation alone? 

Mr. Cooprr: Yes. 

Mr. JAcKMAN: It is not retirements? 

Mr. Cooper: No. 

Mr. JACKMAN: The retirements would tend to increase the depreciation 
rate? 

Mr. Cooper: No, sir, I do not think that is an addition; I think having 
provided for depreciation you have fully provided for the wearing out of 
equipment, and the amount of equipment which is physically retired during 
the year is merely a charge to the depreciation reserve; it is not an addition 
in the operating expense of the railroad. 

Mr. JAcKMAN: You have got your equipment now on a pure deprecia- 
tion policy, and that was only adopted last year, and there is nothing in the — 
retirements policy in connection with equipment any longer? 

Mr. Coorrr: That is correct. I might add too for the information of 
the committee that in view of the increased traffic in 1942 we are making 
still further provision for depreciation over and above what we did in 1941, 
so there can be no thought that we are not adequately taking care of the 
wearing out of equipment even under the intensive use to which it is subject 
under war-time traffic conditions. 

Mr. JACKMAN: Could you give us a representative picture, a comparison 
of the number of miles, average miles, the rolling stock travelled during 1941 
as compared with a more normal year, say, 1939—wouid there be a 50 per 
cent increase? 

Mr. Cooprr: That statistical information is all given on page 27. 

Mr. Watton: Will you not have to keep in mind that those figures in- 
clude the mileage on foreign cars as well as upon our own? 

Mr. Cooper: I was thinking more of locomotive miles. In 1941 our 
train mileage was sixty-one million as compared with fifty-three million in 
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1940. That was an increase of 13:75 per cent—the locomotive mileage in- 
crease was 16 per cent; the car miles increased 22-0 per cent. We made a 


- computation of the increased use of equipment in 1941. over 1940 and the 


increase in use would have produced an added depreciation charge of some- 


thing like $1,930,000. Actually we stepped up the depreciation charge by 


over $2,000,000. The only reason for that is that in making our charges 
in the account the final mileage figures were not available; but in principle 
the idea is that the depreciation, the normal rates for depreciation, or the 
sum produced ‘by the application of the normal rates will be increased pro- 
portionately to the increase in the mileage made by our equipment. 

Mr. Jackman: This has been charged to depreciation reserve; it refers to 
the $3,135,000—the last sentence in the paragraph? | 

Mr. Cooprr: Yes. — 

Mr. Jackman: Notwithstanding the favourable comparison in the deprecia- 


tion rate at 3-12 as compared with some of the class A railroads in the United 


States, do you believe that the typical rolling stock will last about thirty-two or 
thirty-three years? 

Mr. Cooper: Our mechanical engineers give it a life even in excess of that. 

The CuatrmMan: I do not suppose it is worth while to proceed any further 
with the reading of the report because we will not have time to discuss it before 
adjournment. If there is no objection we will adjourn until 4 o'clock. 

The committee adjourned to meet at 4 o’clock. 


AFTERNOON SESSION 


The committee resumed at 4 o’clock. 


The CuarrmMan: Order, gentlemen. 

Mr. Donnetty: When the Montreal terminal is completed, is it the inten- 
tion of the Canadian National to keep the old Bonaventure station? 

Mr. VaucHan: No, sir, it is not; it will be demolished. 

Mr. Donnetuty: I notice here that you have acquired 28 second-hand 
coaches. From whom did you acquire those? | 

Mr. VaucHan: Those would be pullman coaches. These were cars we 
acquired from the Pullman Company. It is impossible to get coaches delivered 
in Canada within any reasonable period. We required those coaches for various 
purposes. One was to take care of a heavy movement to and from munitions 
plants. Take, for example, Cherrier, which is about ten miles from Montreal, 


where we handle over 10,000 people a day. We have some other situations like 


that such as between Winnipeg and Transcona and also between Quebec and 


Valcartier. These coaches were bought to take care of those services to a large 
extent. 

Mr. Locxuart: I should like to refer to another item on the capital 
expenditures in the paragraph below in connection with the Montreal terminal. 
Could the committee be furnished with the amount of priority that was granted 


4 in such items as steel and copper for the construction of this station? 


Mr. Vaucuan: Of the new station? 
Mr. LockHarT: Yes. 
Mr. VaucHaN: Well, that might be difficult to get because a good deal of 


. the work was done by contractors. 


Mr. Locxuart: Priorities have been granted to a large extent. 
520793 
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Mr. VaucHan: Most of the material, of course, was ordered and on the 
way before metals got as scarce as they are to-day. The contractors arranged 
for their own priorities on that material, 

Mr. Locxuart: Have there been any priorities since that order went into 
effect? | | 

Mr. Vaucuan: None that I know-of; there may have been. 

Mr. Locxnart: Could I have a statement as to that fact so that we will 
know exactly the amount of steel and copper and those other items under which 
priorities were given? 

Mr. VaucHan: Yes, we will be glad to give you a memorandum on that 
so far as we can get it. There was very little copper used; we eliminated 
copper wherever possible. 

Mr. LocxkHart: Not all. There will be some copper? 

Mr. VauGHAN: Some undoubtedly there will be. 

Mr. Lockuart: Thank you. | 

Mr. JAcKMAN: In your statement I see the 1942 budget includes $1,900,000 
for the completion of the Montreal terminal. That is enough to complete it? 


Mr. VauGHAN: Yes, that is the capital amount. We think that will be 
sufficient to complete it. 


Mr. JAcKMAN: Does the modified plan of the structure change the pros- 
pective earning picture of the station greatly? I realize that the station is part 
of the whole system; but I presume that the way in which the building -was 
cut down, the height of the number of storeys and so on, would materially alter 
the amount of revenue that you would expect from it. 


Mr. Vauauan: Are you referring to the station itself, Mr. Jackman? Of 
course the whole project has been changed. 

Mr. JACKMAN: I am not familiar with the comparison between the modified 
plans and the original plans except the modified plans require much less capital 
to go on with; but I presume the fact that you are not going on with the full 
plans, it will reduce the original contemplated earnings quite substantially. 
Will you have any direct earning power from the station as it will be when 
finished now, or is it just part of the system? I presume, from the pictures that 
I saw the original plans contemplated the erection of offices that you would 
obtain rent from. 

Mr. VaucHAN: There will be offices there, but only for some of our district 
officers. There will be substantial economies when the new station is in operation, 
substantial operating economies. Our earning power has not been cut down 
at all in the station as the result of the modified plans. The original plans 
called for more trackage such as from Dorval and Bout de L’Isle. Those parts 
have not been constructed. 


Mr. Jackman: The modified plan has really more to do with construction 
outside the immediate area of the station— 

Mr. VaucHan: Modified plan has to do with the construction of the station 
and the approaches that were necessary to the new station. Several new 
approaches had to be made; new bridges across the canal and things of that kind. 

Mr. SanpEerRson: Mr. aeitinant I should like to ask the president when 
they expect to use the terminal, when it will be finished. 

Mr. VaucHAN: We expect to have it open this fall, Mr. Sanderson. We 
cannot say what date it will open; it depends upon the progress the contractors 
make, but we are expecting to have it open late in the fall. : 

Mr. SanpErson: Your offices now are at— 

Mr. VaueHan: 360 McGill street. 
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Mr. Sanperson: Are you still going to use the building? 


b Mr. VauGHAN: Yes, we will continue to occupy the office buildings which we 

~ own on McGill street. Only the district operating offices will go to the new 

_ terminal. The original plan, of course, contemplated a new large office building 
there, which is not being considered at all at the present time. 


a Mr. Jackman: May I refer to the depreciation on rolling stock again? 
_ The company last year changed over from retirement accounting to depreciation 
accounting, and you had on your books— 


i 
: Mr. Cooper: Mr. Jackman, it was changed in 1940. 
+ Mr. Jackman: This is the second year. 

| Mr. Coorrmr: This is the second year. 


Mr. Jackman: You had, however, at that time a lot of rolling stock the 
average life of which was very substantially less than the average life of a lot 
of the new rolling stock. 

Mr. Cooper: Yes. 


Mr. JAacKMAN: That would be accepted, I think. Well, if we are now follow- 
ing the practice of some of the American railroads—are we doing that now? 


Mr. Cooprr: Yes. 

Mr. Jackman: Other people would have had that practice of depreciation 
accounting in practice from the beginning and therefore when the stock was 
twenty or thirty years old there would have been a tremendous reserve set-up. 
How do you expect when you only started a reserve account for your equipment 
last year, with some of your equipment half worn out on the average, that you 
are going to have enough to replace it from time to time? May I give as an 
example the illustration of a taxi company that has been in business for a great 
many years. Say they originally started with a retirement account and would 
expect to replace their cars from time to time, but the third year of the existence 
of this company they switched over to depreciation accounting. Then by shall 
I say exaggerating or falsifying their current earning position— 

Mr. Cooper: Falsitying? 

- Mr. JAckMAN: Perhaps I should not use that word. 

| Mr. Cooper: You are not affecting the current earning position at all. 
Mr. JackKMAN: Just let me get back to my simple example. 

Mr. Coorrr: In this matter we are not in any way different from United 
States railways which are subject to the accounting instructions with respect 
to depreciation issued by the Inter-state Commerce Commission. There was 
a date even when the American railways changed over retirement accounting 
to depreciation accounting. 

Mr. JAcKMAN: When they changed it over they did not find i necessary 
to set up a depreciation reserve which might have been accumulated had 
depreciation accounting been in existence from the acquisition of the rolling 
e stock. 

i Mr. Cooper: They were not required to set up past accrued depreciation. 
| Mr. JackMAN: ‘They were not required to, but have they found it not 
necessary? : 

Mr. Coormr: I would say they have not done it, and they have not found 
» it necessary. 
‘ Mr. JAcKMAN: How many years is it since the American lines changed over? 


~~ ~+Mr. Coorrer: The Commission made depreciation accounting mandatory in 
d 1907 or 1908, but they did not fix the rates. The railways were allowed to 
take up any percentage that they chose. Some of the railways, for instance, 
2079-33 | 
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took up one-half of one per cent. In 1914, however, the Inter-state Commerce 
Commission stipulated that the rates should be equitable in the light of the 
earrier’s experience. In 1935 the Commission required the railways to furnish 
estimated service lives and estimated salvage values, and determine to the best 
of their judgment what the depreciation rates should be. Those rates were 
then submitted to the commission. They were reviewed by the commission 
experts and approved or modified to meet the requirements of the commission. | 
But the commission at no time has insisted on the past accrued depreciation 
being set up. There is no requirement for the carriers to set up past accrued 
depreciation. At the end of 1941 we have a reserve of $27,000,000. I have no 
doubt that for some time to come there will be a substantial annual increase In 
that reserve. In 1942, for example, we are setting up approximately $15,500,000 
of depreciation to the credit of our reserve. The actual charges to the reserve. 
will be in the neighbourhood of $2,000,000 to $3,000,000. There will be an 
accretion to the reserve therefore in 1942 of some $12,000,000 or $13,000,000; 
which will give us approximately ¢40,000,000 at the end of 1942; and that 
process will go on for some time. Under continuous normal! conditions I think 
you will find that the reserve would stabilize at approximately 50 per cent 
of the ledger value of the equipment. 


Mr. Jackman: Am I correct in understanding that the ledger value was 
about $135,000,000? 

Mr. Cooper: No, $435,000,000. 

Mr. Jackman: Reasoning from the abstract I fail to understand how the 
accounts can work out fairly. If you had started this writing off of a 
large percentage of your depreciation at the time you acquired your equipment, 
at the end of 30 years you would have a fund built up which would veritably 
replace all your equipment. Now you have a policy of principle of retirement 
depreciation and for a good many years in the life of your equipment your 
retirements must be practically negligible. None of the equipment wears out 
inside of 10 years, and as for the life that you stated this morning, In excess 
of 30 years would be more like it. Well, you suddenly switch over from 
this retirement depreciation policy for your. equipment which over the average 
must have half of its life spent, to a policy of depreciation accounting allowing 
so much per year, which is not an excessive rate. I do not see how the policy 
can really work out fairly to the operating account and the capital account 
of the company. Supposing you had gone on until your equipment was prac- 
tically all fit for retirement and then you suddenly switched over; how could 
you accumulate enough at the ordinary rate of depreciation of say 3 per cent 
to look after that? You have just told me that the experience of the American 
railroads seems to bear out the suggestion that you have no worries ahead; 
but I cannot understand how it does work out that way when it seems from 
the standpoint of theory at least to be quite unsound. Do I make my difficulty 
clear to you? 

The Cuatrrman: Might I ask the hon. member Just what point he is 
endeavouring to pursue; because I am afraid it is over the heads of many of 
the rest of us; and we are using up a lot of time. 

Mr. McCuttocu: I think you had better take him as an assistant, Mr. 
Cooper; he would train you in how to do it. | 


Mr. Cooper: You may assume that if in the future the railway were to go 
out of business we would be confronted with the retirement of all our equipment, 
in that event you would be correct in assuming we would not have a reserve suffi- 
cient to meet the loss which would have to be met at that time. But that is not a 
reasonable assumption, it is not going to happen. Well then, we are now taking 
up sufficient annual amounts, and assuming the retirements in the future will not 


RAILWAYS AND SHIPPING 87 


be abnormal, my belief is that the net additions to the reserve over the years 
- ahead will build up a reserve which will never be used so long as the railways 
remain as a going concern.. 

Mr. JAcCKMAN: But 3 per cent is an ample rate now to look after current 
depreciation. What in your opinion would have been an adequate rate for a 
railway setting out new with brand new equipment? 

Mr. Coorrr: I would say that it would be less than 3 per cent. 
4 Mr. JAcKmaNn: I still have my difficulty in understanding how it works out. 

Mr. Cooper: Well, let me say this; taking modern equipment and beginning 
with a brand new railway; I am satisfied that taking the estimated life 
expectancy and the estimated salvage value and computing the depreciation rate 
that would meet the acceptance of the Inter-state Commerce Commission, a rate 
of less than 3 per cent would suffice. 

The Cuarrman: I think perhaps you had better proceed. 

Mr. JAcKMAN: One more question, Mr. Chairman; how is the railway 
getting on with that when they have retired 73' locomotives during the year and 
only acquired 4 diesels and 9 electric locomotives? 

Mr. VAuGHAN: These locomotives which we retired were old engines which 
did not have the carrying capacity or tractive effort of our modern power, and 
they had reached a stage where a substantial sum of money would have had to 
have been spent to put them back into service; so the most economical thing for 
us to do was to retire them. | 

Mr. Jackman: But there are only 13 acquisitions against 73 retirals. 

Mr. Vaucuan: I cannot say off-hand what the total tractive effort of the 13 
would be. Of course, it would not be equal to the 73. But the 13 engines would 
probably do nearly as much work as the 73 old engines— 

Mr. Watton: Some of the locomotives were 42 years old, and they were 
actually out of commission anyway. They were useless. They might as well be 
fully retired and get the scrap from them as to have them standing around in a 
perfectly useless condition. 

Mr. JACKMAN: Where-do you use the electric locomotives? 

Mr. VauGcHAN: They will be used in Montreal, in the new terminal, also we 
use electric locomotives in the St. Clair tunnel between Port Huron and Sarnia. 

Mr. JACKMAN: They are just used on short hauls, there. are no electrified 
lines of any distance? 

Mr. VAauGHAN: We have an electrified line from Montreal to St. Eustache. 

Mr. JAckMAN: How far is that? 

Mr. VAucHAN: We run several electric lines. We have the Montreal and 
Southern County line which runs from Montreal to Granby; we have the Oshawa 
electric railway; and we own the Niagara-St. Catharines-Toronto railway which 
serves the Niagara district. 

Mr. JacKMAN: What I particularly have in mind is the electrification of 
former steam lines, real railroads. 

Mr. Vaucuan: The only steam line which we have electrified 1s the one to 
St. Eustache. 

: Mr. JAcKMAN: How many miles is that? 

Mr. VauGHAN: About 20. 

Mr. JAcKMAN: Do you think there is a real development to come in the way 
of electrification of railroads throughout Canada, making use of the great electric 
power reserves that we have? 

Mr. Vaucuan: I think it is a long way in the future. It might come some 
day. I do not think it is a thing to which we need give very serious considera- 
tion at the present time. 
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Mr. JacKMAN: Do you have to have a very high traffic density to make 
possible the use of electrification? 


Mr. VaucHan: Yes, you have to have traffic density in order to justify the 
expense of a change-over to electrical equipment which involves not only the use 
of overhead wires but other electrical installations as well. 


The CuHarrMAN: These engines you are purchasing are for the purpose of 
manipulating in the tunnel, in order to do away with smoke and gases and so on? 


Mr. VauaHan: Yes, for running in and out of the station in Montreal. 
The CHamrMan: All right, Mr. Vaughan. 
Mr. VaucHaN: We now come to finance. 


FINANCE 


No security issues fell due for retirement during the year other than the 
normal annual payments of principal under equipment trust, sinking fund, and 
serial issues, which totalled $9,666,000. This amount was financed through 
loans from the Government. 

Arrangements were made to issue under the Grand Trunk Western Rail- 
road Equipment Trust of 1941 $5,692,000 24 per cent equipment trust certifi- 
cates dated June 1, 1941, maturing serially in 20 half-yearly instalments. 
The issue is being taken by The Reconstruction Finance Corporation at par 
plus accrued interest. To December 31 only $2,000,000 of the certificates had 
actually been issued due to delay in the delivery of the equipment. 

Reference was made in the 1940 report to the arrangement for the 
redemption of the 4 per cent perpetual debenture stock issued by the former 
Grand Trunk Railway Company of Canada. The total par value of stock 
redeemed to December 31, 1941, under the vesting order of His Majesty’s 
Treasury of the United Kingdom, amounted to £22,760,000 or £260,000 in 
excess of the estimated amount provided for in the 1940 accounts. Stock 
redeemed in 1941 under the offer made by the company to residents of 
Canada amounted to £139,890. The cost of redeeming the £22,899,890, 
amounting to $105,843,357, has been financed through loans from the 
Government. These arrangements have resulted in a reduction in the debt 
of the railway of $5,602,774, of which $5,503,500 was accounted for in 1940 
and $99,274 in 1941. 

Since the close of the year further vesting orders have been made by 
His Majesty’s Treasury transferring to the Treasury railway securities owned 
by residents in the United Kingdom to a very substantial amount, upon the 
condition that the railway company will purchase the vested securities from 
the Treasury at the vesting price. 

Mr. JAcKMAN: Might I ask a question on finance? This stock I presume 
is carried on the books of the company at the dollar par value, if you like; 
based on the par value of exchange, $4.86 2/3 to the pound? 

Mr. VAUGHAN: Yes. 


Mr. JackMAN: And this acquired stock, this debenture stock, has been 
redeemed at that rate and that would amount to about $5,601,000 of a book 
profit; was that transferred directly to your surplus account? What happens 
to the difference between the par value and the cost of the acquisition? 

Mr. VaucHaNn: The capital account was credited and the difference went 
to the proprietor’s equity account. Of course, there will be a further sub- 
stantial capital readjustment in connection with the vesting order that has 
been issued during the current year. 


Mr. Jackman: I do not suppose any question arises as to why you did 


the financing through the R.F.C. in the States instead of here? It was profitable 
to do that. 
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Mr. VaucHan: I did not catch that. 
Mr. Jackman: I do not suppose there is an question which arises as to why 
' you did the financing through the R.F.C.? 
i Mr. VaucHan: Because it was to our advantage to do it. We got our money 
4 very much cheaper from the R.F.C. than we could have floated an issue 
elsewhere. 
Mr. Cooper: We financed it on a 24 per cent basis. 

Mr. VAuGHAN: On a 24 per cent basis. We got our-money cheaper there 
than we could have from the Canadian government. 

Mr. Jackman: You raised plenty of money in the States through your 
American business. 
; The CuHatrMan: Will you proceed with the next section, Mr. Vaughan. 
Mr. VauaHan: Yes. 


Line Abandonments 

The Board of Transport Commissioners during the year granted permission 
to abandon the following lines of railway in co-operation with the Canadian 
Pacific Railway: 


From To Province Railway Mileage 
Oaklands ia elas 2) sue Vani bobadesien, ote. Can, (NABVE ee eas 5:4 
Wearedoneiy shade cacananin + eer Al Derbas ae nents san DAC i ea as 22-6 
ipricanac wa es2 se beiseker™® @ y)o Alberta; iaruimar se. - Gan Nate. coo... 10-0 

38-0 


The Board refused permission to abandon the following lines in co-operation 
witth the Canadian Pacific Railway: 


From To Province Railway Mileage 
Cataracts. weer terfuey see Ontario a aan. speak, Pac hig ehe. 24-7 
West Tower..... Oaktands Meu Nl anitopamrin ues. man Nate canon, 9-1 
(Vailas Gawdor le, eri Mail to Desi oa oN ates ciaiigae ie 11:6 
MWe tesco Glad stomeny a. Manmitobdems mace ued GamsoNatos wo ss 10°3 
la niel ad Menon a VETOG aie nae MLA TITODa MeN aN ere ATE Ae. Wn as 19-8 
MacGreson sive eV Arcoesiy) e.i4e Manitoba ers saan Rae s.4 hk 54:4 
Haliporoes: oe su Deulaly / vik oe 6 NEANILODAWNMets ei CON? Nabe oh leds 2 10*2 
Restons ne ule Wolseley. alls Man, & Sask 5: Clare er ane eee ride et 122-4 

327°5 


Mr. LocxHartT: In that first one, why was it refused? Could you give any 
reason? : 

Mr. VaucHan: Which is that? 

Mr. Locxuarr: No. 1, Cateract to Fergus. Why was that refused? 

Mr. Armstrona: The Board of Transport Commissioners decided that, in 
their judgment, public convenience would suffer more than the advantage to the 
two railways. 

Mr. Hanson: Was there duplication of lines? 

Mr. Armstronc: No. This was in connection with a power development. 

_ There was a dam put up across this particular section of the country, the Grand 
River, and this would flood part of the Canadian Pacific and they would have 
to re-locate the line. Rather than re-locate it, we offered them a co-operative 
arrangement to run on our line but the board turned it down. 
; Mr. Vaucuan: These have all been up before the board. 
i’ The Cuatrman: The board has decided it. 

Mr. VaucHan: These are all decided by the Board of Transport Commis- 
sioners. 
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The Cuatrman: If the board has decided, I do not suppose there is very 
much that can be done about it. 
Mr. LockHart: It still will not take care of the deficit that will accrue. 


The Cuatrrman: No. If you do not want those lines read, gentlemen, we 
will proceed. 

Mr. Hanson: Put it in the record. 

The CHatrMaAn: All right. Will you proceed, Mr. Vaughan? 

Mr. VAUGHAN: Yes. 

During the year application was made to the Board, jointly by the Canadian 
National and Canadian Pacific, for permission to abandon 6-5 miles of the 
Canadian National and 53-4 miles of the Canadian Pacific between Forth (near 
Red Deer) and Ullin, Alberta, and decision is pending. The Board rescinded 
the order approving the abandonment of 37-9 miles of the Canadian National 
line between Arnprior and Eganville, Ontario, and a rehearing is pending. 

The joint application of the Canadian National and Northern Alberta 
Railways requesting permission to abandon 12-2 miles of the Canadian National 
between Trelle Junction and Morinville, and 29-8 miles of the Northern Alberta 
Railways between Carbondale and Egremont, in the Province of Alberta, was 
eranted as regards the Canadian National line but refused as regards the Northern 
Alberta Railways line. 

In addition to the above mentioned co-operative abandonment projects, 


the Board of Transport Commissioners during the year granted permission to — 


the Canadian National to abandon the following unprofitable light traffic branch 
lines: 


From To Province Mileage 
Parieville oo & Oe oe ola Deschaillons...\(pehiew von UCD EC weet ane erteieae 3°5 
Port, .cLope wanes te Millbrook. .:.,7 geste: Oth Ger eres pete. sense 16-2 
WiLEDY aan) See ee OL LCT TY... ginaiaiemmet OnDABTOM ake kaart 1735 
Weadh in wg oe uv arker. . .. 2) aes COT DATO M: Be acta meee 33°9 
Napaneewsii vioebc ss. Deseronto. .7... iemietieny ODbATWc wn heh tiorns 6:3 
CUA tone CL Rae Wingham. . ‘i; Ses OME AE TO, Eee oa a arenes 22-9 

100°3 


Mr. NicHouson: Has the steel been lifted in all these cases? 


Mr. VaucHAN: It may not be in all cases. We are getting around to that as 
fast as we can. In most cases the steel has been taken out. 


Mr. Suaw: Mr. Chairman, I should like to refer to paragraph 3 which 


states that during the year application was made to the board jointly and so forth — 


with respect to this line of rail west of Red Deer in the province of Alberta. 
I wish to make several observations, especially since the Board of Transport 
Commissioners have, on division, granted an application to abandon that line 
of rail. I wish to protest very vigorously against that action in the light of all 
the evidence submitted by the various boards of trade and so forth in that area. 
I do not know when this policy of making application for abandonment was first 
started or when or where it is likely to end. Those familiar with this line, 
which we regard as one of the Red Deer to Rocky Mountain House lines, will 
know that it serves a very important agricultural, mixed farming area. Not only 
that, but it is one of the lines leading up to Rocky Mountain House and serving 
Brazeau Collieries at Nordag which produces steam coal, Alexo and Saunders’ 
mines which produce domestic coal. Not only that but there is a large lumbering 
industry carried on there in the production of fence posts, railway ties and so 
forth. By abandoning that section of rail, several towns which were built up 
on the section are going to be without rail service. In many cases they are 
going to find themselves approximately four miles from the operating line of 
rail, with the most difficult area lying between, a very low marshy area where. 


roads are almost impassable during the greater part of the year. No provision — 
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is being made to assist any of the businesses in those towns—I have in mind the 
lumbering areas, for example—while special consideration 1s being given to the 
erain companies, even to the extent of moving their elevators to new sites on 
the line of-rail that is to operate. I wish to charge that I believe the railroads 
are breaking faith with the farmers and the business people of that country. 
Much of the land was sold by the railways to the farmers. The railway neces- 
sarily enhanced the value of a lot of that land. To-day the farmers of those 
areas affected are going to have to resort to the use of trucks to move their 
produce out, and that at the very time when the government tells us that the 
conservation of gasoline and the conservation of rubber is most essential. I say 
for that reason, if for no other, the application for the abandonment of that 
line of rail should not have been granted until after the cessation of hostilities. 

Now, Mr. Chairman, I expressed, at the beginning, the observation that the 
Board of Transport Commissioners did not vote unanimously to grant that 
abandonment. I feel that the committee should support me in a motion to ask 
that the Board of Transport Commissioners be called before this committee—not 
only some of them but the dissenting ones also. I wish to move, Mr. Chairman, 
that the Board of Transport Commissioners be called before this committee to 
be interrogated regarding their position in connection with granting that 
application for abandonment. 

The CHAIRMAN: I am inclined to think, Mr. Shaw, that this committee 
has no- jurisdiction over the Board of Transport Commissioners whatever. 

Mr. Suaw: Mr, Chairman, may I point out that it was a joint application 
of the C.N.R. and the C.P.R. I feel that, since it is included in this report and 
since it was a joint application, we have every right to request that the Board 
of Transport Commissioners be brought before this committee. 

Mr. DonneLLy: I understand from this that the decision is pending, that it 
has not been given. 


Mr. VaucHan: It has been given recently. 
Mr. SHaw: The decision was given about ten days ago. 
Mr. VaucHan: That is right. 

The CuarrMan: From the chair I probably have no right to express an 
opinion, but I do not believe we have jurisdiction. However, if you make a 
motion, I will put it. 

Mr. SHaw: I have so moved. 

Mr. Nicuoutson: I second the motion. 

Mr. Maypanxk: Mr. Chairman, I knew that the motion was going to be 


made. Mr. Shaw spoke to me about it. I thought there was the right to eall 


these men, but on thinking it over— 

The CuatrMan: Iam sorry, but I cannot hear you. 

Mr. Maysanxk: On thinking it.over, I am wondering if they are not in the 
position of judges. I was at first inclined to think it proper for the Board of 
Transport Commissioners to be called. I spoke with Mr. Shaw earlier, and that is 
what I thought at first. But as I have been turning it over in my mind, it strikes 
me that these gentlemen are to be looked upon as one looks upon the judiciary. 
They perform only judicial functions, at any rate; and, therefore, I wonder if we 
ean call them. I am not saying that I believe Mr. Shaw’s argument is out of 
line, but just this particular motion. I wonder if we have power to call judicial 
officers to support their judgment. 

Mr. Gray: Following along the lines of Mr. Maybank’s remarks, I was 
wondering if Mr. Shaw would be agreeable to have you look into our powers, Mr. 
Chairman, and give us a ruling. Would you be agreeable to that, Mr. Shaw? 

Mr. SHaw: What is that? 
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Mr. Gray: I was wondering if the Chairman, over the weekend, would look 
into our power. I am inclined to be sympathetic, but I am like Mr. Maybank. 
I very much doubt our power to summon them here. If the Chairman could 
look into that and give us the ruling, it might be well. There is no use of our 
passing a motion that is outside of our jurisdiction. The Chairman could report 
back to us at the next mecting. 

Mr. Suaw: Mr. Chairman, in that regard may I point out that when I 
questioned the Minister of Munitions and Supply in the house—he was speaking 
for the Minister of Transport last spring—he said they were a judicial body and 
as he saw it, responsible to no one. But when I questioned the Hon. Mr. Cardin 
in this committee last year, he stated most definitely they are responsible to the 
government and that an appeal could be lodged with the government against any 
action of theirs. That was my reason for taking this course of action at this 
time. 

Mr. Gray: I think it rests entirely with the minister as to appeal. I think 
there is an appeal from the Board of Transport Commissioners, but I think that 
appeal les to the responsible minister. I think that is entirely different from 
summoning that body or members of the board here. I would much prefer it, 
Mr. Shaw if you would not request it until you get a ruling. 

Mr. Suaw: Mr. Chairman, I am perfectly willing to leave it with you to 
examine into it. But I would not like the opportunity to pass. In other words, 
I feel that the matter should be re-opened at the next sitting of the committee; 
and on that understanding I would say that I am absolutely willing to agree with 
Mr. Gray. 

The CuairMAN: You are making a protest now and asking the chair to obtain 
a ruling as to the power of this committee? 

Mr. SHaw: With respect to calling the Board of Transport Commissioners. 

Mr. VauGHan: So far as the railways are concerned, we appeal to the 
judicial body constituted for that purpose; and, of course, we abide by their 
decision whether it is yes or no. 

Mr. Ross: How is the picture on that section? Is it pretty blank? 

Mr. VaucHan: It is a matter entirely of,economy. It is one of co-operation 
between the two railways, to effect economies, as we were directed to do under 
the Canadian National-Canadian Pacific Act. s 

Mr. DonNELLY: As a member of this committee, I do not feel that I am in 
any position to pass judgment on the advisability or otherwise of the abandon- 
ment of this line, or to condemn the Board of Transport Commissioners, unless 
I get more evidence. 

The CuartrMan: I think the position, so far as the committee is concerned, 
is that a federal representative from that district feels that this action is not 
only unwise but unfair and wishes to follow it up. He has made a motion before 
the committee which will be accepted if we have power to act thereon. The 
matter has been left in the hands of the chair. In the meantime we will proceed 
to something else. 

Mr. Suaw: It is just given two days’ hoist. 

The CHatRMAN: The motion will stand. 

Mr. Nicuotson: Before you proceed to the next section, I have a question 
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to ask. You said you were proceeding with lifting the steel on some of these 


abandoned lines. I might say that I was over this line from Clinton to Wingham 
on Monday of this week. There was a man there hauling express who was 
using a car with 30,000 miles on it. They are busy tearing down the station 
along there. It-seemed to me, in view of the very serious shortage of rubber, 
that if you have not pulled up the steel on these lines, it might be well to consider 


halting operations until we know how soon rubber is going to be available for 


vehicles to carry the express and freight that may be handled on these lines. 
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Mr. VauaHan: That was all gone into before that decision was made; 
and in a good many cases there is another railway not very far off. In some 
cases, of course, the highway would have to be used. 

Mr. Nicuoutson: The rubber situation has changed considerably since 
the order was made that those lines should be abandoned. 

Mr. VaueHan: That is true, but I do not think the rubber situation is 
much worse than the steel situation. 

Mr. Donneuuy: Is there a shortage of steel? 

Mr. Vaucuan: Decidedly. 

Mr. DonnELLY: We were told in the house yesterday that there was not. 
Mr. Vaucuan: Well, we would like to get some of it if it is available. 


General 


On June 18 the car ferry Charlottetown was lost offshore from Port 
Mouton, N.S., while proceeding to Saint John for annual drydocking. The 
vessel was the property of the Dominion, built in 1931, the funds for its con- 
struction having been provided by Parliamentary appropriations. ‘The vessel 
was abandoned to the underwriters and the proceeds of insurance have been 
collected and remitted to the Receiver General. The service between Cape 
Tormentine and Borden is now being performed by the car ferry Prince 
Edward Island. 

Last year’s report referred to the keen desire of the company and its 
employees to serve the war effort in any direction. The report also indicated 
some of the special activities which had been undertaken. These activities 
have been enlarged and are being energetically prosecuted. The company 
has undertaken the construction of a number of freight vessels. National 
Railways Munitions Limited is already making deliveries from the new muni- 
tions shop at Point St. Charles. 

The Canada Atlantic Transit Company, a system subsidiary operating 
freight vessels between Depot Harbour, Milwaukee and Chicago, transferred 
the steamers Dalwarnic and Canatco to the Canadian National West Indies 
service to replace vessels in the West Indies service transferred to service 
elsewhere. 

The Chicago, New York & Boston Refrigerator Company, a system sub- 
sidiary operating a refrigerator car service for dairy products moving from 
the middle west, discontinued its separate operation: at the end of the year. 
Its activities, cars and other property have been merged with those of the 
Grand Trunk Western Railroad. 

Unemployment insurance came into effect jin Canada on July 1, 1941. 
Under its provisions approximately 60,000 Canadian National employees are 
insured. The cost to the railway. in 1942 will be approximately $955,000 
on the basis of the present act. 

During the year orders in council were issued by the Government for 
the stabilization of wages and salaries, with provision for a cost-of-living 
bonus adjusted to the cost-of-living index: The bonus has been paid to 
railway employees in Canada effective from June 1 commencing (on a 
monthly basis) at the rate of $8.36 per month, increased September 1 to 


$13.87 per month, and again increased November 15 to $15.82 per month. 


The cost to the railway in 1942 will be approximately $15,750,000 on the 
basis of the 1941 number of employees and the bonus rate in effect at the 
close of that year. 

Increased rates of pay were granted to United States railway employees 
effective September 1 by virtue of the United States railway labour media- 
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tion agreement. The employees in general received an increase of 9 cents 
per hour or $18.36 per month, which was increased to 10 cents per hour or 
$20.40 per month effective December 1. The cost to the railway in 1942 
will be approximately $2,570,000. | 

The CHarrMAan: What is the significance of the reference to the Chicago, 
New York and Boston Refrigerator Company? 

Mr. VaucHan: That was a separately operated company owned by 
the Grand Trunk Western Railway. 

The Cuamman: It is part of the system? 

Mr. VauGHAN: Yes, it is part of the system, but it was found to be 
more economical to wind the company up and merge it with the Grand Trunk 
Western Railway. In that way taxes and other expenses were saved. 

Mr. Nicuoitson: I enquired regarding the policy of the railway with 
regard to the men in the protective service. Are we going to get any informa- 
tion this afternoon? 

Mr. Wauton: I expect to have that information next week. 

Mr. Hazen: With regard to the car ferry Charlottetown, was it built 
by the government of by the railway company? 

Mr. VaucHAN: It was built with government funds. 

Mr. Hazen: It was operated— 

Mr. VaucHan: It was operated by the railway, for the account of the 
government. : 

Mr. Hazen: What has been the cost of operating it for the year? 

Mr. VaucHan: I do not know whether we have any figures or not. 

Mr. Cooper: In 1941 the deficit in the operation of this service was 
$423 ,000. 

Mr. Hazen: In 1940—have you figures for the previous year? 

Mr. Coorrer: In 1940 it was $460,000. 

Mr. Hazen: Is that the Charlottetown or the two boats? 

Mr. Cooper: It is the two boats. 

Mr. Hazen: You have not a breakdown for the Charlottetown? 

Mr. Coorzr: No, — 

Mr. Hazen: For how many months in the year does the ferry operate? 
Mr. VAuGHAN: It operates all the year round, every day. 

Mr. Hazen: Has a ferry been obtained to take the place of the 
Charlottetown? 


Mr. VaucHan: No, there is a substitute boat, the Prince Edt She is 
being used. She is a very good vessel and is doing the work satisfactorily. When 
she goes into drydock there is another vessel which we have in use in the Strait 
of Canso, which will perform the service. 

Mr. Hazen: Have any avenues been explored to obtain a new ferry to 
take its place? 

Mr. VaucHAN: Yes, many avenues have been explored but we have not 
been able to find any boat of a satisfactory kind that could be obtained. 


Mr. Hazen: Up to the present time you have no boat in view to take its 
place? 


Mr. VaucHan: No, sir. 


Mr. Gray: How much was received from the underwriters “for the 
Charlottetown? 


Mr. Cooper: <A million dollars less $5,000 commission, net $995,000. 
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Mr. Hazen: What was the revenue in 1940 and 1941 for these two ferries? 
Mr. Cooper: In 1941 the revenue was $145,000. 
Mr. Hazen: That is for both boats? 
Mr. Coorrer: That is on the service. 
Mr. Hazen: The cost of the service. 
Mr. Cooper: That was the revenue from the service; the previous year 
it was $132,000. 
Mr. Jackman: When you operate this service to P.E.I. the government 
pays you the total deficit? | 
Mr. Coorrr: Yes, they meet the deficit. 
Mr. Jackman: Do you get a management fee? 
Mr. Cooper: We do not get anything. 
Mr. Jackman: Do you operate it for them? 


Mr. Coorrr: We operate it with our organization as an agent for the 
government. 


Mr. JacKMAN: In the summer time there is a tremendous Jam to get onto 
Prince Edward Island during the peak of the season and to get from the island 
to the mainland, and people have to park all night to get in line so they will be 
sure to get across the next day. Of course, the traffic is exceptionally heavy at 
that particular time, but it should be borne in mind that it 1s impossible to 
eet funds now to go to some of the eastern states in the summer time and there 
are many Canadians who may want to go to Prince Edward Island for their 
vacation, and if it is possible to get even temporary conveyances, such as barges 
which would be seaworthy, during the summer months, that might help a good 
deal. 

Mr. VaucHan: We have looked into that thoroughly. The Prince Edward 
will be in use, and if the service warrants, one of the Scotias will be put in 
service. The automobile carrying capacity, of the Prince Edward, is being 
enlarged to a considerable extent. 


Mr. Locxuart: I see the cost of living bonus is $15.82, is that not higher 
than in some of the departments of the government service? 

Mr. VaucHan: No, it is simply in accordance with the rulings given by 
the Department of Labour at Ottawa. 


Mr. Locxuart: I have not seen any other as high as that. 


Mr. VaucHAN: ‘This is strictly in accordance with the orders of the Depart- 
ment of Labour. The same applies to the Canadian Pacific Railway; they pay 
exactly the same as we do. 


Outlook for 1942 

The outlook for 1942 is for a further substantial increase in traffic. The 
directors expect the railway will again earn a moderate surplus over and above 
its fixed charges. It is difficult to estimate how much that surplus will be. The 
outlook must be viewed in the light of war conditions and with the realization 
that abrupt and far-reaching disturbances occur with startling rapidity. 

Both management and employees realize fully the need for economy, and 
every effort will be made to secure the most favourable financial results 
consistent with the primary duty of furnishing prompt and efficient trans- 
portation service in the national war effort. 

There is some shortage of labour, more particularly among the shop crafts. 
Shortages of material are bound to occur as the normal supplies are cut off or 
the available supplies are diverted to the fabrication of the munitions of war, 
but these difficulties should not be insurmountable. The relations between 
management and the employees are excellent and the railway and its equip- 
ment have been well maintained. When the need for efficient transportation 
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reached new high levels during 1941 the national railway system was ean 


capable and competent to meet “all demands. The demands in 1942 will be still 


more challenging but with the co-operation of shippers, passengers and govern- 
ment agencies, they will be met. 

On July 23rd Mr. S. J. Hungerford resigned as President of the Canadian 
National Railways and as of July 24th Mr. R. C. Vaughan was appointed 
President and Chief Executive Officer. Mr. Hungerford remained a member of 
the Board of Directors and Chairman of the Board. 


The directors take pleasure in recording their appreciation of the out- 


standing services rendered by the officers and employees during the eventful 
year under review. 
For the Board of Directors, 

Mr. Hazen: May I ask if the cost of living bonus is ee to all 
classes of employees? 

Mr. Vaucuan: No, it is only applicable to employees getting up to $340 
a month, up to the rank of foremen or under. 

Mr. Hazen: Does that include salaried employees and executives? 

Mr. VauGHAN: No, sir, our salaries are controlled at Ottawa. 

Mr. Hazen: It includes men who belong to the running trades. 

Mr. VaucHan: Yes, men who belong to the running trades—yes, it 
includes all of them. 

Mr. Hazen: And does it include others as well? 

Mr. Vauauan: Clerical staff, telegraph operators and men of that kind. 

Mr. Emmerson: It does not include certain classes of labour such as 
temporary labourers and extra gang labour, does it? 

Mr. VauGHan: On that particular question there are some negotiations 
going on now in respect to the cost of living bonus for extra gang labourers, 
but ee have not been brought to a conclusion. 

. Hanson: That would include section labourers? 

Me VAUGHAN: Yes. 

Mr. Sissons: Mr. Chairman, there is one matter I would lke to take up 
with the president. I communicated with him on the matter some time ago. It 
relates to the Northern Alberta Railway and the Alaska ee The Northern 
Alberta Railways are owned jointly by the C.P.R. and the C.N.R 

Mr. VauGHAN: Right. 


Mr. Sissons: Personally I am not very much enamoured of the joint 
ownership as I feel the company is geographically Canadian National territory 
and they should be the sole owner. There is one line leading into the Peace 
river country; that line is divided; and one portion runs south of the Peace 
river and the other portion runs north. The Alaska highway commences at a 
point north of the Peace river at Fort St. John. There is no connection between 
Fort St. John and the railway line north of the Peace river. Now, any traffic 
for the Alaska highway goes along the line south of the Peace river to Dawson 
Trail and then is transported fifty-five miles by road and across the Peace 
river by ferry to Fort St. John. I wrote both Mr. Vaughan and Sir Edward 
Beatty in March urging that the line from Hines ereek should be extended to 
Fort St. John, a distance of some eighty-six miles, and Mr. Vaughan’s reply 
was to this effect: There were three points; one, the scarcity of steel would 
prohibit. the railway getting a priority rating for that steel which is required; 
second, they would not be able to construct it in time to be of assistance in the 
construction of the Alaska highway; and third, he thought they could render 


the best service by maintaining the present railway line in proper shape in — 


order to handle the traffic. Now, with regard to the last point, I want to pay 
a compliment to the manner in which the C.N.R. and the C.P.R. have handled 
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that traffic in connection with the Alaska highway to date, and I think there 
is a story there which is Just as impressive a story as was communicated 
yesterday to the committee by Mr. Ross. 

I am not so persuaded by the argument that steel cannot be procured or 
that the road extension could not be completed in time to be of service. I have 
a lot of confidence that the Canadian National Railways engineers could put 
that road through in such a time that it would be of immense service not only in 
the operation of the Alaska highway, but in the construction of the highway; 
and I have reason to believe that while the American engineers who are on the 
job would not be prepared to urge any representation along those lines to the 
Canadian authorities or to the railway, they recognize that such an extension 
would be of immense benefit to them. Such an extension also would be of 
immense benefit after the war between Fort St. John and Hines Creek. One of 
the largest areas of arable land which exists in this Peace River country is 
there. Such a line was contemplated when the Northern Alberta Railways was 
incorporated in 1929. This is one of the extensions that the company was 
empowered to build. Nothing has been done since except all these surveys have 
been made, the detailed surveys have been completed. So it is not am extension 
whose use would cease with the war, and it has a very definite war use. Therefore 
I think the matter should not be allowed to drop and that the railway should at 
least communicate with the American sources and find out what service they 
think such an extension would be. 

If I am assured by the President that the American authorities are not 
interested in this extension, well and good. At the present time all that I have 
in contemplation is the serving of the Alaska highway, to improve the job when 
the highway is completed from Edmonton to Fort St. John. It would mean the 
construction of new bridges across. Certainly it could be at least an alternative 
road whereby Fort St. John could be reached from the end of steel on the north 
part of the Peace River. For that reason I am putting it forward. I should 
like the Canadian National authorities to ascertain the feeling of the American 


~ authorities in connection with such an extension at this time. 


Mr. VaucHan: We shall be glad to do that. I might say our engineers are 
in touch almost daily with the engineering officers of the American army in 
connection with various projects. So far as I know they have never approached 
us In regard to the construction of the line referred to. I would doubt if we could 
get authority from the government to build it. I would question very much if 
the Steel Controller would give us the steel. However, in reply to your question 
we shall be glad to pursue it. I do not know whether the U.S. authorities 
would build it or not or provide the steel. 


Mr. Sissons: I just wish to have that matter referred to because there is a 
very strong feeling with regard to it in that section of the country. Just this 
morning I received a resolution from the Associated Boards of Trade, north of 
the Peace River. The prayer of the resolution is this:— 


Whereas, as a wartime measure, a highway known as the Alaska 

Highway is now under construction and difficulties exist between the 

_ present end: of steel at Dawson Creek and its southern terminus at Fort 
St. John, due to ice and other adverse conditions which may isolate the 
road as long as three months in the year and: 

Whereas an alternative route, without these drawbacks, is available 
from the end of steel at Hines Creek, which, if constructed, would be of 
great assistance to the American Engineers and ensure vital connection 
at all times: 

Therefore this meeting urges the Dominion Government, to take such 
action as would ensure the immediate extension of the Railway from Hines 
Creek, which has now become necessary from the standpoint of national 
security. 
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Anyone knowing the geography, as I believe the President does, certainly as 
Mr. Hungerford does, knows that the Alaska highway would ‘be better served 
if there were certain extensions, and I think at the present time that is the whole | 
governing factor. The whole governing factor at the present time is to see that 
the Alaska highway be made most effective. | 

Mr. VaucHan: We will ascertain the view of the United States government 
army officers. They have not approached us up to the present time on a 
proposition of that kind, so far as I know. 

The CHarrRMAN: Shall we go on to page 10? 

Mr. Jackman: May I ask a question in regard to the unemployment. in- 
surance fund? About how many employees have taken advantage of their right 
under that since the inauguration? 

Mr. VaucHan: Is it mentioned in the report? 

Mr. JAcKMAN: It takes thirty weeks to qualify? 

Mr. Coopsr: I would not think many railway employees have become in 
need of unemployment benefits. I think they have all been fairly well continued 
in. employment. 4 

Mr. JAcKMAN: Has the setting up of the fund, the inauguration of it by 
the government, had any effect at all on any other employee funds that you 
have in your system? 

Mr. Vaucuan: No, sir. 

Mr. Coorer: They are entirely separate. 

Mr. JacKMAN: They are entirely separate and have not reduced the 
obligation to pay into any other fund at all? 

Mr. Cooper: No, sir. . 

Mr. JAcKMAN: I notice you also say the cost-of-living bonus will cost 
you $15,750,000, and that you expect that there would be a moderate surplus 
after all charges have been met, again next year. I presume the first four 
months result of this year indicates that you will be able to absorb-the 
cost-of-living bonus and at least equal the profit of last year. 

Mr. Vaucuan: Yes, that is what we expect to do. You will note that 
between unemployment insurance and the cost-of-living bonus and the increased 
wages in the United States the additional expense involved is about $20 
million. That is the amount we will have to take care of this year. We believe 
we can do that and still show a moderate surplus. 

Mr. JacKkMAN: The first quarter indicates that? 

Mr. Vauguan: I think I have the first quarter figures here. ‘“To the end 
of March, operating revenues show an increase of $14,900,000 over 1941, an 
increase of 23 per cent. The operating expenses show an increase of $10,400,000, 
an increase of 19 per cent. Our net revenue therefor is $4,500,000 better than 
it was in the first quarter of 1941. This increase in net revenue is after making 
still further provision for depreciation on equipment in view of the more 
intensive use. We are also doubling the provision for the amortization of war 
project expenditures.” 

Mr. Emmerson: I notice you have 60,000 employees who are eligible for 
unemployment insurance. Does that mean there are 60,000 who are getting 
less than $2,000 a year? | 

Mr. Vaucuan: Yes, that figure was changed. 

Mr. Cooper: It is still $2,000. : 

Mr. VauGHAN: There was an effort to increase the amount to $2,500. 


Mr. Coorer: Employees who normally receive less than $2,000 a year, 
but who are presently receiving in excess of $2,000, are deemed to be covered. 
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Mr. DonneELty: That means you have about 29,000 who are getting more 


- than $2,000 a year. 


Mr. Coopvrr: Including the United States, yes. 

Mr. DONNELLY: Twenty- -nine thousand five hundred. 

Mr. Coorer: You have to deduct the U.S. employees in making that 
comparison. 

Mr. DonneLty: How many are they? 

Mr. VaucHan: Under existing conditions, many men inthe running 


- trades, shopmen, are getting more than $2,000 a year. 


Mr. Cooper: Employees whose normal wage is less than $2,000 are 
covered, even though presently they may be earning in excess of $2,000. The 
government unemployment scheme does not apply generally to people receiving 
in excess of $2,000. 

The CHarrMan: Let us go on with the balance sheet. 

Mr. VaucHan: Do you desire all this read, Mr. Chairman? Much of it 
has been covered already. 

The CuatrmMan: That is up to the committee. If it is read it will take 
up a month, and we have not a month to spare. I do not want to keep the 
committee from any indulgence in these figures. We can read these headings 
and allow part time for the consideration of them. 

Mr. Hanson: As long as they are in the report I do not see the necessity 
of reading them. 


The CHamrMAN: We will read the headings. 
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Mr. ARMSTRONG: 


ASSETS 


Investments: 
Road and Equipment Property... $1,872,761,878 21 
Improvements on Leased Property 4,410,972 78 
Miscellaneous Physical Property.. 67,114,631 73 
Sinking Funds: ; 
System Securities at par..... $ 428,378 60 
Other Assets at cost......... 283,117 79 
Deposits in lieu of Mortgaged 
Property Sold: 
System Securities at par..... $ 1,966,500 00 
Other Assets at cost.:....... 2,448,581 72 
Investments in Affiliated Po panies. » ane PERE atin 
Other Investments: 
System Securities at par..... $ 211,000 00 
Other Assets at cost......... “19065,670° 05 
Current Assets: 
aI er a eR er eae eet! CON 5! TELS A MM aa 
SypGelal” Gemositic 6 cul se cies cs ods ue bee Se rt 
Bilis s Receive Ole see eee ei. «. ¢ cre ieee) SIC 
Net Balances Receivable from Agents and Conductors. 
Miscellaneous Accounts Receivable...............6.. 
Matoricis., aid heii piiee oc coe... a ee ee 
Interest and Dividends Receivable.................. 
Rents Recerya plier soe ew CORR RM sxot: Sobre 
OthernCirrent =Assetsin @. . 0c... wea ee ee LOR Sele TE 
Deferred Assets: : 
Workingy Mind (Advances 6... ; . 25 ee eee 
C.N.R. Insurance Fund: 
System Securities at par..... $” 1S T1A49 92 
Other Assets at cost......... 923,719 77 
Others tnd seein, ccc | cae a ee 
Other Deferred sAssetse ie)... Yee 
Unadjusted Debits: 
Rents and Insurance Premiums paid in advance...... 
Discount;.6n Capitalppock.2). 4's: . eee 
Discount ony F unded (Dents... dk in eee 
Other Unadjusted: Debits. 30.5...) ae ee 


$1,944,287,482 72 


711,496 39 


4,455,081 72 


37,652,262 62 - 


776,670 05 


$ 13,962,022 55 
8,066,947 57 
100,000 00 
11,336,107 83 
13,948,571 66 
42,588,116 25 
263,389 78 
141,649 25 
2,529,497 70: 


$ 180,132 66 


12,081,469 69 


554,723 25 
4,348,031 70 


$ 176,935 24 


189,500 00 
10,095,536 28 
3,707,332 89 


CONSOLIDATED BALANCE SHEET 2 


3 
a 


$1,987 ,882,993 50) 


92,936,302 59 


17,164,357 30 


14,169,304 41 


$2,112,152,957 80 


Pt as 
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AT 31st DECEMBER, 1941 


LIABILITIES 
Stocks: . 
Capital Stocks of Subsidiary Companies owned by 
MUSEO: in Aer ato ae ee ren a Ae ,.,'. . « a nen $ 4,564,600 00 
@ 
Long Term Debt: 
Ende repent MI ALOLEG:. ssterate ei ldeetly’ 9's o's» > o's taremnamete 1,134,394,303 29 


Dominion of Canada (Accounts treated as assets in Public 
Accounts of Canada): 


POA TES tice a aries. arene Pony eke ae IN EIEN, "a 'o's + ous. dtatatanane $195,345,883. 53 

Canadian Government Railways—Working Capital.. 16,771,980 54 212,117,864 70 
Current Liabilities: 

Traffic and Car-Service Balances—Credit............ $ 3,960,219 99 

Audited Accounts and Wages Payable............... 12,948,958 73 

Miscellaneous Accounts Payable............... 05005 4,060,914 39 

dniteresta Ma bitted. WHPAlG’ <0 7% wo selec s so ete ene 8,479,529 77 

Utimatured: Interest Acerneds p22 0. os. ol eM 9,219,053 87 

Unmatured, Renta A cried..c.0wlce tien cis. so wd teeters 380,440 56 

FACET UGC 1 aX EA ATILEY. Shs cua) ose pede sibtes Sia e's sw 0 a ae 1,924,863 32 

Ceren Currents CLaUislese: oo ke eae ale Cubs os ie eee 2,526,350 16 43,500,330 79 
DIC LEF TCL t DELLE CER ee ica a clove Bh 4 as at's Seite: acs eo "a acthnlol 4 ocane ae 8,678,572 28 
Unadjusted Credits and Reserves: ‘ 

CoN-Re Insuvances Reserve ssy eo fs nes $ 12,081,469 69 

‘A cerueds Depreetation peri) cassie: Gh ee eo cee 27,119,714 39 

Other Unadjusted Credits and Reserves............. 6,519,740 39 45,720,924 47 


Dominion Government—Proprietor’s Equity—(See Note) 
Represented by:— 

1,000,000 shares Pot no par value capital stock of 
Canadian National Railway Company issued in 
exchange for the residual value of Canadian 
Nerthern: Capital steed. on ore emia $ 18,000,000 00: 

5,000,000 shares of no par value capital stock 
issued by The Canadian National Railways 
Securities Trust to the Government in considera- 
tion for the transfer of securities, advances, 
claims for unpaid interest and_ collateral 


SOCHETUIOS Mg hare octets MEI eins Pee re 8 8) s io, ae 267,283,019 32 
Dominion Government Capital Expenditures for Caner 
dian Government Railways... oso. . bee. et ae ate 377,893,343 58 663,176,362 90 


Contingent Liabilities: 


For major contingent liabilities, including pension 
plans, see page 21. 


$2,112,152,957 80 


Note.—The Proprietor’s Equity is included in the net debt of Canada and is disclosed in the 
historical record of Government assistance to railways as shown in the Public Accounts of 
Canada in accordance with The Canadian National Railways Capital Revision Act, 1937. 


T. H. COOPER, 
Comptroller. 


CERTIFICATE OF AUDITORS 


We have examined the books and records of the companies comprising the Canadian National 
Railway System for the year ended the 31st December, 1941, and subject to our report to 
Parliament, we certify that, in our opinion, the above Consolidated Balance Sheet is properly 
drawn up so as to exhibit a true and correct view of the affairs of the System as at the 
3lst December, 1941, and that the relative Income and Profit and Loss Accounts for the year 
ended the 3lst December, 1941, are correctly stated. 


GEORGE A. TOUCHE & CO., 


ey Re Chartered Accountants. 
10th March, 1942. 
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The CuHarrMAN: Any discussion? 
Mr. ARMSTRONG: Then, page 12: 


CONSOLIDATED PROFIT AND LOSS ACCOUNT 
YEAR ENDED 31sT DECEMBER, 1941 
Credit Balance transferred from Income..... $ 5,438,960 78 


Loss from Retired Road and Equipment— 2 

Dewitt bk. ak ko ee cas. ere Ld ORO Oa. 
Miscellaneous—Credit...... ...:..ec00ee,. 289,423 69 
CASH) SURPLUS it su.cac 5 koe eed.) fe re $ 4,016,326 74 
Capital Loss on line abandonments (Details 

ON Pages) wasanns kai... . cou oe $2,539,187 21 
Capital Gain on redemption of G.T.R. 4% 

Perpetual Debenture Stock....). 2). 99,274 17 


_— 2,439,913 OF 
Net Gain credited to Proprietor’s Equity. . $ 1,576,413 70 


DOMINION GOVERNMENT—PROPRIETOR’S EQUITY 


Balance at Change Balance at 
3lst Dec., 1940 during year  3lst Dec., 1941 ° 
Canadian National Rail- 
way Company, Capital 
Shock Miwcameene se) 8 18,000,000 08 $ 18,000,000 00 
The Canadian National ws 


Railways Securities : 

Trust, Capital Stock.. 265,706,605 62 $1,576,413 70 267,283,019 32 
Dominion Government 

Capital Expenditures 

for Canadian Govern- : 

ment Railways......-.. 385,752,583 69 7,859,240 11 377,893,343 58 


$669,459,189 31 $6,282,826 41 $663,176,362 90 


The CHatrrMAN: What does the change with regard to the proprietor’s 
equity signify, Mr. Armstrong? 

Mr. Cooper: Well, in so far as the Canadian National Railways Securities 
Trust is concerned, details of the change of $1,576,000 are indicated above. 

The CHAIRMAN: That is a gain. 


Mr. Cooper: A surplus for the year, yes. It is an improvement in the 
proprietor’s equity. It is comprised of the cash surplus of $4,016,000. From that 
was deducted certain capital losses and line abandonments which are detailed 
on page 18, amounting to $2,539,000; capital gain on redemption of the Grand 
Trunk 4 per cent debenture stock of $99,000. These altogether make up the 
amount of $1,576,000, added to proprietor’s equity in respect of the C.N. Securi- 
ties Trust. And in respect of the Dominion Government’s capital expenditures 
a number of adjustments were made. The details of them, are shown on page 18. 
They amount to $7,859,000. 
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CONSOLIDATED INCOME ACCOUNT 


Then we come to page 13 which is headed: 


Year Year 

1941 1940 
Railway Operating Revenues............. $304,376,778 12 $247,527,224 81 
Railway Operating Expenses............. 237,768,437 13 202,519,812 88 
Net Revenue from Railway Operations $ 66,608,340 99 $ 45,007,411 93 
Railway Tax Accruals...... hed UR 6,926,512 63 6,245,955 70 
Railway Operating Income........... $ 59,681,828 36 $ 38,761,456 23 
Fehr iOni CEJOCOMOELY Case pails is ec so ois ovale 114,457 21 99,470 71 
Rent from Passenger-Train Cars.......... 222,056 70 241,229 85 
Rent from Floating Equipment........... 466 31 1,235 99 
Rent from Work Equipment............. 168,327 51 152,469 06 
Joint -taerity, Rend, Income. wisi.) 2 oe 1,677,688 15 1,634,640 82 
Hire of Freight Cars—Debit Balance..... 3,460,502 17 2,210,844 87 
Rent. fore Locomotives: pote ie ies Gina alae 32,450 19 32,819 76 
Rent. for Passenger-T'rainGars..:.0.. 06.7% 392,130 23 355,611 58 
Rent for Floating Equipment............ 68,283 58 68,189 53 
Rent. tore ore Mquipment. Wo. ee. oe 2623270 26,864 86 


2,263,257 44 
$ 55,626,577 36 


4,467,078 53 
3;133,162 27 


Joint Mackitve dents Depit. vice... . . os 2,231,764 12 
$ 35,964,407 94 


3,936,313 26 
3,304,806 91 


Net Railway Operating Income....... 


Revenues from Hotel Operations........ . 
Expenses of Hotel Operations............ 


Taxes (OTM ELOLELARLODOELY cu a vale due eal stains 141,815 55 129,320 28 
Net Hotel Operating Income......... $ 591,500 71 $ 502,186 07 
Income from Lease of Road and Equipment 70,903 32 74,144 94 
Miscellaneous Rent Income............... 792,089 48 905,144 90 
Miscellaneous Non-Transportation Property 
SE (GateVe lar sem Age LG IND. Sui ne Ciel is AMO aR aN te 292,654 63 108,837 91 
Drv icehes PNGOME.. Mime Sie eee VS abate 550,072 00 549,037 65 
Income from Funded Securities........... 1,944,841 41 1,858,535 52 
Income from Unfunded Securities and 
BAEC OCRED ES a Tics MMOS I ses oi ous areata 232,495 73 429,756 89 
Income from Sinking and Other Reserve 
a Tye Wae Pepa tage paws gli, GOES SU ety: em a 156,311 39 155,753 63 
WVUIRCOTIATICOUS i LMCOMUG AN fia ec ae Sa"e is wee oat 1,293,854 96 1,588,663 71 
Miscellaneous Rents—Debit.............. 557,368 63 52,935 01 
Miscellaneous ‘Tax: Accruals fi... ees 90,068 01 86,299 16 
Separately Operated Properties—Loss.... 360,935 35 1,529,406 12 


Miscellaneous Income Charges and Appro- 
PLALIONS 01). 20% 


Income Available for Fixed Charges... $ 58,601,315 21 


1,941,613 79 2,047,110 98 


$ 37,920,717 89 


whieh eg. ah Leh ever eres 6hte Tb¥S Vevey) 6) S) 0 ba'@ 


Rent for Leased Roads and Equipment.... 1,499,376 48 1,467,326 76 
Interest on Funded Debt—Public......... 44,698,226 88 48,701,523 73 
Interest on Government Loans............ 5,646,762 24 1,737,963. 50 
THPerest ON WC HLUDGEO TN DEDE isk eieie s6 ene ene 145,202 57 297,390 31 
Amortization of Discount on Funded Debt. 1,172,786 26 1,101,083 25 


Total Fixed Charges. RPE LAR ge Me te tA SOU $ 53,162,354 43 $ 53,305,287 55 


Income Balance transferred to Profit 


IEA a UCHR eee Re IL olen Cie Ss ial siteteahed’e 9a $ 5,438,960 78 $ 15,884,569 66 


Mr. JackMAN: Might I just ask what is the accounting implication of the 
words “unadjusted credit in reserve”, on the liability side of the balance sheet? 
You mean you have not set them up against specific items. It is the fourth 
heading down—or the fifth, or the sixth—‘unadjusted credits”. What is the 
‘significance of that word “unadjusted’’? 

Mr. Cooper: Well, reserves or suspense accounts which are awaiting some 
event. 

Mr. JAckKMAN: Not contingencies, but you have not set them off against 
specific items to which they referred. 
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Mr. Coopmr: Well, take the first item there, Canadian National Insurance 
reserve, $12,000,000; that speaks for itself. Then you have, accrued deprecia-— 
tion, $27,000,000; that speaks for itself. Then you have certain unadjusted credits 
and reserves. I would be very pleased to read out to you the different items ~ 
if you wish. r 
Mr, JAckMAN: The word “unadjusted” is not given its ordinary connota- 
tion; the amounts are not final, as far as the books are concerned now. 

Mr. Cooper: Let us take an example;.suppose we have a contract with a 
drawback, an amount held back on the contractor. 

Mr. JACKMAN: Yes. 

Mr. Cooper: Such an item would be carried in that account. 


Mr. JAcKMAN: . The contractor’s drawback is a contingency; would that 
be a contingent account rather than an unadjusted account? 

Mr. Cooprr: Well, I have four pages of these items. 

Mr. JACKMAN: I don’t think you need to read them all. 

Mr. Coorgr: I will just give you one of them; accounts payable suspense— 
that would represent charges which have been set up in our expense or invest- 
ment account, as the case may be, for which invoices have not been received. 
Then there is capital expenditures, expense, operating accruals; revenue accruals; 
revenue suspense items; sales tax suspense—and so on. 

Mr. Jackman: What is unadjusted about an accrued depreciation of 
$27,000,000? 

Mr. Cooper: The word itself, of course, is taken from the Inter-state 
Commerce Commission Regulations for balance sheet accounting. I think none 
of these accounts is in the final stage; thev still have to be disposed of. I think 
in that sense they are awaiting adjustment; therefore, they are unadjusted. 

Mr. JAckMAN: I do not want to open up the subject again, but I do want 
to find out about accrued depreciation; which I presume is off rolling stock, 
$27,119,714; I would like to find out how that compares with the rolling stock 
depreciation reserve on the books of the C.P.R. which amount to $72,422,242. I 
am not asking for any comment, I just want to see it; that is the only reason I 
have for asking that 1t be put on the record. 

Mr. Cooper: Since you raised it I think I might comment on it. The 
Canadian Pacific did not commence depreciation accounting any sooner than we 
did. They commenced depreciation accounting in 1940 the same as we did. 
Now, in the earlier years the Canadian Pacific had made improvements to their 
rolling stock which had been charged to operating expenses. 

Mr. JACKMAN: Yes. 


Mr. Coorprr: I think it was in the year 1940 they took a large amount into 
their depreciation reserve, if I remember it correctly, at a figure of some 
$48,000,000. They charged that amount to their investment account and credited 
it to their depreciation reserve. That is why their reserve is as high as it is 
to-day. 

Mr. JAcKMAN: It might be a help to us in understanding these accounts if 
they hada uniform accounting system for both railways. It seems to me most 
difficult for the ordinary citizen to be able to compare the two statements when 
you both follow your own line of accounting practice; and there seems to be a 
divergence between their system and that used by the I.C.C. in many respects. 
Your practice seems to follow that laid down by the I.C.C. 


Mr. Cooprr: The Canadian National accounts are set up in accordance 
with the Inter-state Commerce Commission accounting regulations. 


Mr. JaAckMAN: The C.PR. follows its own procedure in most cases, 
does it? : 
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Mr. Coorrr: I prefer not to say what the Canadian Pacific do, because I 
have no direct personal knowledge of it; but I do know this, that when we 
proposed that there be a uniform accounting on the Canadian railways our 
proposal was that the railways accept in principle the Inter-state Commerce 
Commission regulations so that we would have comparability between our lines 
and between the lines operating in the United States. The Canadian Pacific 
would not go along with the proposal. 

Mr. Ross: When was the proposal made? 

Mr. Cooper: Two or three years ago. 

Mr. Ross: Three years ago? 


Mr. Coorer: The matter was brought up when Mr. Howe was Minister of 
Transport. He convened a committee to investigate the possibility of uniform 
accounting regulations for Canadian railways, but the committee could not bring 
in a unanimous recommendation, and the matter was dropped. 

Mr. Ross: And it has not been taken up again since? 

Mr. Cooper: No, and I hope it won’t be taken up during the war. We 
spent about 12 months and did a tremendous amount of work and with a large 
measure of agreement between us; but on the basic principle that the Canadian 
railways follow the I.C.C. accounting regulations the Canadian Pacific refused 


to go along. 


Mr. Armstrone: Then we come to page 14 which shows: 


OPERATING REVENUES 


fear WY ear 
1941 1940 
PCT SIT Gee irs cr Aas rw ep eb tees ele by ds stan Oe $236,519,309 12 $191,433,308 13 
Maritime Rates Reduction... .........0063 3,072,978 27 3,128,900 71 
PRA BGOn eet eany. < scc cram bate hints late nays 4 tg ee 31,893,884 97 21,702,046 30 
bE yesh Ear ae a INR RN 0) A 101,808 06 71,067 56 
Sleenitin Cabs iets vee ce aets = asst gs) vere taes 1,952,632 39 1,315,664 53 
Pearland Watt Care We chele k iss a5 a teledte 189,417 11 148,618 43 
VEST eee Cee en ree eco ace oo ‘on so. Sher eee 3,822,499 58 3,984,159 20 
Railwaybxpress Ageney.o.. 050... 62. bet 334,084 04 504,320 48 
PROSE ae Pee eel ie aetna yaks Sarg pik eg 11,391,137 28 13,602,893 29 
OthersPassen@ere Traits 2 bok + a o's sole eee 15,749 17 40,574 61 
SM Hd De ie OR EC oy OL lll bal 2g On ane a 306,386 71 283,245 17 
PSB iP BR hs Ee Se) 47 Opage sti ea o-Ps Sa 2,901,404 95 2,468,369 60 
JE ey aa ME aI CN AN a Se Os iceon a 156,087 81 193,154 03 
AG yo Vb eves Sob avele 4 Gh in €5 Ue llemeli A eae eR eg 2,146,514 73 1,141,737 39 
RRS FR yee ces vbilsu). 1h) PU GE Oe TSG A an Beet 20,910 50 16,102 30 
Station, Train and Boat Privileges....... 180,287 26 110,281 66 
areel hl OONTAeUry Tsk Se aia ee sie ea nb as 56,810 44 38,232 49 
StORage sb Neto ters hi dayne Sis tise dy ag eae 164,632 67 139,220 48 
DLOCEVe—— DAUUR COMER. ere. (ela oo 6 ds le vlahace 2 WOG 2 7 16,762 43 
EH aC erar Mn aia Ma Tae ap ie wide ok dard 965,294 04 427,462 85 
melegranh: atid? Lelephotie. cases ¢ asec ess 11,449 17 10,345123 
Telegraph—Commercial ...............6> 5,147,064 97 4,427,843 91 
Came va LOE wee ee ton a eS, 494,572 15 286,611 44 
Rents of Buildings and Other Property.... 496,128 28 449,968 29 
Miscellaneous ....... aie che MERE Wo 1,641,698 42 1,660,500 72 
Joint al aciliity= Cred i tawenc tal «las es cue 2 466,851 53 409,006 51 
Joint Racilitye- Debits iil. ao ccs ce ede a tes 97,920 87 83,172 93 


$304,376,778 


$247,527 ,224 


SUMMARY OF OPERATING EXPENSES 


Maintenance of Way and Structures...... $ 47,072,687 


Maintenance of Hquipment............... 55,148,687 84 48,126,387 67 
PR BAHIC Pee Sam Ee a ole Ros Wes ates «wae Seale 5,306,329 32 5,148,990 90 
TOBA ODLAMI OD MeN die We ys hia, che aw ee 118,081,059 98 98,660,172 14 
Miscellaneous Operations................. 2,706,792 26 1,646,918 99 
G Guerra latin te Meant Sick Ws 8, ye: oye a 5 sk 9,859,802 21 9.31 Uj273 207 
Transportation for Investment—Credit... 406,922 29 $82,350 54 

$237,768,437 13 $202,519,812 88 


$ 40,002,420 
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Mr. Nicttotson: Just in connection with this item of operating revenues I 


have a matter which I would like to bring-up. It is in connection with a man 
who at present is suffering from cancer and who probably will not be able to 
return to work. He was employed by the Canadian National Railways in the 
capacity of an express employee for some 86 years and the amount of allowance 
he is receiving at the present time is $25; although I am given to understand that 
under the regulations he is entitled to the benefit of a gratuitous or compassionate 
consideration which would bring that amount up to $28.50. I would like to have 
some information from the railway officials as to what could be done for this man, 

Mr. JackMAN: Mr. Chairman, I rise to a point of order: I think a matter of 
that kind does not concern the general administration of the railway. Surely 
there is another place and time where it might be brought up without occupying 
the time of the whole committee. 

The CHamrMAN: I am inclined to think that is a matter which should be 
taken up and discussed by the member with the management. 

Mr. VaucHuan: If the member would desire to give us the particulars we will 
be glad to get all the information we may have on the case for him. We have a 
great many of these cases brought to our attention and we usually find there 
is no cause for complaint. | 

Mr. MaysBank: I have a similar matter which I intend to take up with Mr. 

Walton and I may say that if Mr. Walton and I can’t get it cleared up then at 
the appropriate time it is my purpose to bring it to the attention of the committee. 
As it relates to a question of policy I think the same observation would apply 
in this case. However, I feel pretty sure that when I lay the particulars before 
the officers of the railway they will be able to deal with the matter satisfactorily. 
Mr. NicHotson: Apparently this man has been trying for some time to get 
an adjustment. 
Mr. VauGHAN: If you give us his name we will be very glad to look up the 
ease and to give you personally a full report on the whole situation. 
Mr. Donnetuy: I have some questions that I wanted to ask in regard to 
these grain elevators, but I have handed in the questions and it will be all right 
to let this item stand and we can refer back to it again on Monday. That will 
be satisfactory to me. 

Mr. Nicuotson: Under the heading of telegraphs I have another point in 
connection with cablegrams coming from men overseas over C.P.R. lines and 
being mailed from Regina, to points that are served by the Canadian National 
Railways.. I have taken the matter up with the Canadian National here in 
the city and they say they have not been able to get any understanding to have 
cables filed in the old country post offices by the Canadian National; have you 
any statement as to that? 

Mr. VauGHAN: We have had some considerable discussion of the matter 
with the Canadian Pacific Railway, and I think the understanding we arrived at 
will dispose of the matter. 


Mr. Nicuouson: These are still being sent by mail to Regina. 


Mr. Vaucuan: I do not know the particulars about that, but I will be glad 


to get a statement for you on the whole situation. 

Mr. NicHotson: Could we have it next week? 

Mr. VaucuHaNn: I will try to have it for you next week, yes. 

The CHAIRMAN: I think we have page 15 now. 

Mr. Hazen: With regard to page 14, operating revenues, if there is any 
statement under operating expenses through which you can trace specific 


revenues, take, for instance, mail; or dining car and buffet, or let us say chair 
cars—these different items—there is nothing to show just what the expenses were _ 


on the dining cars, or for the carrying of the mail. 
Mr. Vaucuan: Mr. Cooper, have we separate accounts for those? 
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Mr. Coorrr: No, we do not break down our costs. We have no costing 


system by services in railway accounting. 


The CHAIRMAN: Any further discussion? Let us go on to page 16. 


Mr. Armstrronc: Page 15 shows: 


MAINTENANCE OF WAY AND STRUCTURES EXPENSES 


Simerin Lend crise irs me me ike & o's o's Oe 
Roadway Maintenance... ............ 0005 
MMOS TaN SUD WAYS (ieee wien es one © coca 
Bridges, Trestles and Culvents....:....... 
Ties 
PSAs GMO i Weer da PRU MOR ERR oe De ins AE 
Chern praek waters ee se leu OS 
1 Res O Lek? umes ontanee Tigre 0 LR a) .0 Oa ai a a 
Track Laying and Surfacing......00....... 
Fences, Snowsheds and Signs..:.......... 
Station and Office Buildings...........0... 
UOaa Wey es Leaman SS cas 6 lately 
VV a bere ss abOTiwe: ert Lbete Tene! eV 8's. a athe 
NULL) Pipe ARTUR e Re Vena cueneuearioie) Ciu sath! ath es 
Shops and Enginehouses...:...........0.. 
Graint Hlevatonay. Aes sees ke ee Cea 
Storage Warehouses. 7. aac ie a gt bie cis peas 
WY LEVERS ATE RUIOCKS eee we ey le ule ale « 
Goali and Gres Wharves 00 Woes Oo le We 
Telegraph and Telephone Lines........... 
Telegraph—Commercial .........6.....4. 
Signals and Interlockers. 22.02... ee 
Power 
Power Transmission Systems......:...... 
Miscellaneous Structures..............-4- 
Roadway wvbachines i ae ac. io glia 
Small Poole and mupp lies ey eh us Chae 
Removing Snow, Ice and Sand............ 
Public Improvements—Maintenance....... 
Tepn nics: to Persons 6 oak ae) es oso a's wiaeias 
Liskeuahige has cteg iether (a4 kA a i <Ses 
iatonery rand ryt ss ce ai... se oleh lee 
OPher ih Dense Soiteets ems, tes ses dg paeeeee es 
Maintaining Joint Tracks, Yards and Other 

Facilities—Debit 
Maintaining Joint Tracks, Yards and Other 

Pacihitves— Orediti idee. ee ae 
Right. ob Way Hrxpetises Uc. tbs eke 
Depreciation—U.8. Lines only............ 
PP TOLACULY CAMEL VICES sw De ark aie wieis sleet +, oles 
Amortization of War Projects............ 


6) 0) ase a '& 6) 00) @:/0 0).0.) 0" bine) 9i.e Bien @) aU0) eB © 0) © 0 © (ee 0 6) 6 


lepeltenis) 9) i's) ¥i'e ts. a 0 0 Sine {es(6hel (aie 


Year 
1941 


$ 3,133,583 


5,689,751 
169,863 
1,878,062 
4,813,150 
2,749,468 
2,321,715 
995,211 
12,326,465 
524,558 
2.472.627 
214,790) 
497,285 
251,986 
1,683,645 
39,368 


169,264 
3,265 
874,563 
890,137 
794,063 
10,447 
119,214 
2,242 
410,168 
668,056 
1,884,642 
285,200 
388,428 
21,208 


65,002 ' 


24,703 


792,881 ° 


1,212,378 
39,506 
27,537 

552,996 
500,000. 


08 
75 
24 
74 
00: 
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Year 

1940: 
$ 2,934,493 
4,899,508 
200,345 
1,581,466 
4,576,869 
2,075,036 


2,031,066 


878,764 
10,463,337 
511,858 
1,625,982 
212,616 
470,191 
175,871 
1,347,936 
34,103 


25: 


836,058 
876,743 
633,419 

7,621 


104,063 


1,424 
369,342 


599,642: 


1,784,900 
266,821 


321,720: 


215827 
58,968 


29,275: 


446,900 
1,128 504 


39,930: 


30,128 


471,690: 


$40,002,420 
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MAINTENANCE OF EQUIPMENT EXPENSES 


NSH Osh gg isnot a Bet cMist eAtw <LJORE aT eg A ae es a a 
PohoprMtachinicky Mes cone rae Leer bee. « 
Power Plant -Machinery..........00.... 
Steam Locomotives—Repairs............-- 
Other Locomotives—Repairs...........--- 
Freight-Train Cars—Repairs............. 
Passenger-Train Cars—Repairs........... 
Floating Equipment—Repairs............ 
Work Equipment—Repairs............... 
Miscellaneous Equipment—Repairs and 
Peepiviarmerita vane. etree ils ssial plats Ae’ atetn ys 
Equipment Retirements (Demolition Cost) 
Equipment—Depreciation 
Injuries toe etsOles fees, ORS Cu ees 
Insurance 
Stationery and uP rintim ea wile ais ao Pade 
Onher Bxpensesm wits eee. sealed o kee ala ed 
Maintaining Joint Equipment—Debit..... 
Maintaining Joint Equipment—Credit.... 


ee Os wh SHO Ss: 6 ip, ese, 161, 6) le ese) ene wie oF 6) 8.19, 0.6) 


$ 1,416,631 


1,479,727 
200,477 
17,195,264 
83,508 
12,854,974 
6,082,296 
126,725 


1 1,377,955 


Pe aA wy 
87,321 
13,591,187 
284 635 
17,846 
53,613 
2,029 
180,779) 
163,564 


$ 55,148,687 


31 
38 
75 
23 
30) 
92. 
16 


84 


$. 1,343,147 


1,486,210 
139,258 


15,119,280: ° 


77,025 
10,418,520 
6,045,326 
199,541 
1,274,483 


293,065 
132,267 


11,262,523: 


217,356 
12,194 


47,203. 


3,290 
202,808 
Faby ab 


$ 48,126,387 
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TRAFFIC EXPENSES 


Year 
1941 
Superinbendence, . 6... a co aaa cece +. es 2) 27 OOI810 
Outside: Agenciesy i... 256.0. - eee 2,341,010 
AVA VETEISIN Ge Up ee. se eee + ee 059,321 
Traffic » Associations.» si.) ss.s.- c+ ieee 101,419 
Stationery,-and Printings)... .:,. . 2)... eee 292,139 
Other Hx Pelses \ viol deic s aice's op ale oS 964 
Industrials Bureau... oi es ks se. See 83,830 
Colonization, Agriculture and Natural 
FR GSOTPC CS neue is vin a ane «os 0 lke 172,756 
$ 5,306,329 
TRANSPORTATION EXPENSES 
PUPETINGCMUENCE, - VMs aisle ais love» ouece $ 3,191,034 
Dispatching. LANs ie Cie eo v's. 5s «6 oe e 1,511,893 
Station’ Hmployees:iaarrs....... >. eee 16,846,813 
Weighing, Inspection and Demurrage 

But Cas ee een. os 5, ole oer 80,923 
Station Supplies ‘and PUXDENSGS . .\. ye ee 1,291,513 
Yardmasters andmYardacClerks. .......5.. Sse 2,915,588 
Yard Conductors and Brakemen.......... 6,180,904 
Yard Switch and Signal Tenders......... 5P2.01L6 
NGG NP IMeIel Avan EN HeiNe is Sst cael Bae 4,312,579 
IY ALO NLOT OBIE eRe er ee wat ss ole 3 la caste 90,644 
Via ite VOC KL megs ete le 3\.s.0o Rapes eae 4,219,156 
Yard Switching Power Produced.......... 9,941 
Yard Switching Power Purchased......... 70,109 
Water’ for Yards wocomotives: ....00) Seen ope 190,280 
Lubricants for Yard Locomotives......... 56,871 
Other Supplies for Yard Locomotives..... 39,446 
Enginehouse Hxpenses—Yard............. 1,269,319 
Yard ‘Supplies: and /Mxpenses... :\.. 4. 54Re 142,379 
Operating Joint Yards and Terminals— 

PIG e Tees eee ts he cw. chal aaa 1,098,949 
Operating ‘Joint Yards and Terminals— 

Oreg Tea ree WAG el isis 'ss «ete oe eee 1,515,609 
Train Enginemen POM Soest) IH "| ale pet oT Aa 11,672,320 
(Pa NTO CORTRCTI Ages ah louie GIsss' 5 od eel aR 107,367 
pie oh ated Gb Cale ok Ne, Toa Sr ae na el i 20 21,618,816 
LYSINE OWeLLIE LOGHCECL OR es ss . + Scouse bene 11,667 
Pits sao Wer UL CASE et Ws... J eeu eee 36,374 
Water for Train Locomotives..... ae See 1,091,892 
Lubricants for Train Locomotives......... 416,321 
Other Supplies for Train Locomotives..... 209,736 
Hnginehouse Expenses—Train.......4 29% 3,705,103 
PALIT yh) PAULA UR Re che on’ os a e'Que te SRE 12,922,247 
Train Supplies and Wixpenses.. ) Sip eee 6,738,507 
Operating /Sleepime marae... 05 is Gree 1,123,946 
Signal and Interlocker Operation......... 424,623 
Orossing JE TOPeCLIOI her ssi 22.55 ok « apaieee ote 636,082 
DraawbridgemOperation{s)....5 ) acs eae 105,818 
Telegraph and Telephone Operation....... 307,926 
Telegraph—Commercial. .. . MPare n= sien 3,983,495 
Operating Floating Equipment Ries igs 790,564 
LIX DTESS eee eee eek eS 3 Co eee 5,818,426 
Stationery and EMA GIALSE Ps) 2 5 aw a eee a 570,832 
Others Nxpensesh. . eames a5 «to. Gees 911,016 
Operating Joint Tracks and Facilities— 

Debit. DERG Ue 5) 60k, ss 683,697 
Operating ‘Joint Tracks and Facilities— 

Credit: fate iii. s. «6 ak eee 423,642 
Insur ance. pis adhe SN ay A OPES er S'S A 11,209 
Clearing Wreck nae,” . 0), a 285,103 
Damage \f0 ) Brower by eisses > yicts lit. es ee 35,204 
Damage to Live Stock on Right-of-Way.. 41,474 
Loss and Damage—Freight............... 745,929 
Loss and Damage—Baggage.............. 2,928 
AWJULIES CO i OLSON mee oye 6 cs aden eee 920,814 

$118,081,059 


53 
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Year 

1940 
$ 1,668,406 
2,249,590 
629,367 
90,598 
267,109 
1,110 
74,289 


168,518 


$ 5,148,990 


$ 2,893,181 
1,306,324 
14,671,603 


74,576 
1,215,724 
2,438,661 
4,898,263 

508,231 
3,446,456 

82,218 
3,202,464 

10,186 

61,058 

168,080 

42,681 

30,113 
1,108,105 

125,408 


1,028,211 


1,303,939 
9,660,547 
109,278 
17,211,615 
10,111 
33,099 
965,496 
343,823 
162,474 
3,176,712 
10,740,417 
5,554,315 
851,127 
411,155 
574,426 
96,715 
266,915 
3,480,061 
693,564 
5,262,063 
499,322 
592,503 


638,069 
373,893 


12,714 
212,581 


35,502 ° 


36,709 
587,417 
2,068 
755,139 


$ 98,660,172 


a 
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Mr. Hazen: Might I refer to this just a moment more: do you mean by 
that that you cannot take any one of these items here—dining car—buffet—do 
you know whether or not you make a profit or a loss on your dining car service? 

Mr. VaucHan: We know we make very substantial losses on them. 

Mr. Hazen: You know that, but you cannot say how much. Your system 
of bookkeeping does not show that? 

( Mr. Vaueuan: That might probably be broken down but it would be a 
difficult thing to do because it is almost impossible to separate the cost of 
maintenance of equipment; the cost of hauling cars and items of that kind. 

Mr. Watton: There is an over-lapping of expenses to different parts of 
the service. You cannot just allocate expenses to dining cars. Diners and 
sleepers and certain other services are dove-tailed in. You cannot just pick 
them out and say that much money is applicable to that particular thing. That 
is not possible because they do necessarily over-lap. 

Mr. Hazen: Take parlor and chair cars. You have the revenue for that. 
Is that operated at a loss? 

Mr. VaucHan:- Probably it would be operated at a loss if we took into 
account certain expenses—the cost of the cars, depreciation of equipment, repairs 
to equipment and everything of that kind. 

Mr. Hazen: What would you say as to sleeping cars? Are they operated 
at a loss or a profit? 

Mr. VauGcHAN: Sleeping cars, so far as revenue taken in and expenses going 
out are concerned, exclusive of interest and depreciation, do not lose money. 

The Cuarrman: Not even considering the haulage? 

Mr. Vaucuan: On some lines they would lose money. But taking them in 
the balance, if we do not take into account interest and depreciation, sleeping 
cars about break even. 

Mr. Jackman: Have you made any application for an increase in rates 
such as the American railroads have? 


Mr. Vaucuan: We have not made application for a general increase 
in rates such as the American railroads did. Before they got their increase 
in rates. Average rate per ton mile was already lower than theirs. They 
have had a recent increase of about 6 per cent in their freight rates and about 
10 per cent in their passenger rates. We made an application for an adjust- 
ment on export rates so that our rates would conform with the export rates 
in the United States. 

Mr. Jackman: Of course, your American lines get the American increase. 

Mr. VaucHan: They get the proportion they are entitled to. 

Mr. JackMAN: Do the’ same reasons which they used to get their in- 
crease not apply with equal force in Canada? Or does the price ceiling hold 
you down? 

Mr. VaucHan: The price ceiling will not permit any increase in rates, 
notwithstanding the increase in expenses. 

Mr. Jackman: But even before November, when the price ceiling came 
in, you had not thought it necessary to make application to get higher rates? 

Mr. Vaueuan: We had not done it. Of course, if our expenses keep on 
increasing, we may have to take that matter into consideration; but we have 
not given it any thought as yet. 

Mr. Nicuoitson: How do your rates for chair car accommodation com- 
pare with the American rates? 
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Mr. VaucHAaN: ‘They are approximately on the same basis, except that 


with the increase they have recently obtained it will probably make their 
rates higher than ours. 


Mr. JacKMAN: Notwithstanding the fact that the hotels showed a net 
operating income of $591,500, there is no reasonable expectation that in ordinary 
times, when war business does not obtain, the hotels will show even an operating 
surplus, or is there? 


Mr. Vaucuan: Before the war we were, I think doing | a little better than 
breaking even in the operation of our hotels. The Chateau Laurier was making 
better than operating expenses before the war. One or two of our other hotels 
were also doing that. We do not expect we will ever make any substantial 
sum of money on our hotels. 


Mr. Jackman: I might say that some of the patrons of the Chateau Laurier 
have told me that the prices of many things there have increased since the 


ceiling went in. I do not make it an issue at all. That was their impression. | 


Whether that is so or not, I do not know. 
Mr. VaucHan: The cost of services is controlled by the price control 
board. 
Mr. Ross: What items did they refer to, Mr. Jackman? 
Mr. JAcKMAN: Food; the grill and other places. 
Mr. Maypank: Have you ever made an enquiry into a complete change of 
a dining car system? Have you considered putting in a lunch counter service 
and cutting out the diner altogether? 

Mr. VaucHAN: That matter has been considered many times, Mr. Maybank. 
At the present time we are reconstructing some cars in our shops and making 
them into restaurant cars which will be an innovation here. That will provide 
a cheaper form of service, and we will know better, after we have those cars in 
service some time, how they will go. 
Mr. Maypanxk: You are building some few or several now? 
Mr. VaucHan: I think seven or eight. 
Mr. Wautron: Eight. They are not being built new. 
Mr. VaucHan: They are not being built new. They are some cars that 
are being remodelled. 


use them? 
Mr. Watton: We have not definitely decided what lines they will be 


used on. Some may be used on the Scotian between Montreal and Halifax, and - 


possibly on the second train in the west. We have not made a final allocation 
yet. 


Mr. Maysank: I suppose you will switch them from place to place. 


Mr. VauGHAN: Yes, to try them out and see what the reaction to them ~ 


will be. 


Mr. Maypank: When they go on, what do you intend to do? I suppose | 


where you have a diner or buffet on those now you will cut them out and 
substitute these, will you? 


Mr. Maysanx: What is your intention as to the place you are going to 


Mr. Watton: Yes; unless on certain trains, of which we have had a few " 
in the last year or so, where more than one car is needed, in which case we 
might have one of the conventional diners and one of the new ones and give 


a ehinee. 
Mr. Maypanx: How long will it be before you will be Agee that? 
Mr. Vaucuan: In the next few weeks we will have the first of these cars out. 
The CuairMaNn: Page 16. Page 17. 


RAILWAYS AND SHIPPING 


TRAFFIC EXPENSES 


$ 98,660,172 


; Year Year 
1941 1940 
Superintendence .......-+--- Seed ae $ © 1,760,810 53 $ 1,668,406 62 
Outside Agencies.........2e eee e eee reece 2,341,010 02 2,249,590 18 
Advertising Re. se wei +: Beate Mame se «sya 555,327 47 629,367 02 
Trac ASSOCIATIONS oo sie mee deen ce ee le 101,419 10 90,598 20 
Stationery and Printing.........-+-++-+++- 292,139 84 267,109 68 
Other Hixpenses).ucimeva gegen ees ee eis 964 40 1,110.53 
Tritlaisetial GRULGA ne ee et ehie ls wis wise eiakg 83,830 06 74,289 85 
Colonization, Agriculture and Natural Re- 
OUP ECR ats cle gE MIR earG, suse d's woe aie 742 5796)-7 0 168,518 82 
> $ 5,306,329 32 $ 5,148,990 90 
TRANSPORTATION EXPENSES 
Superintendence ....-.----+seee erect eres § 3,191,034 94 2,893,181 33 
Dispatching Trains........--++se+eee eres 1511,893 05 1,306,324 85 
Station Employees PR eae IRI Ee Ma sa tetas ane 16,846,813 50 14,671,603 66 
‘Weighing, Inspection and Demurrage 

Tee eel GRe mesh 8 on daub 80,923 25 74,576 63 
Station Supplies and Expenses.........-- 1,291,513 61 1,215,724 54 
Yardmasters and Yard Clerks..........-- 2,915,588 97 2,438,661 37 
Yard Conductors and Brakemen........-- 6,180,904 23 4,898,263 28 
Yard Switch and Signal Tenders......-.-. 572,516 38 508,231 65 
Vavd KMS MeMeny.. ) wore wevnreiats abe veie (eon ae = 4,312,579 58 3,446,456 84 
IV ee MLO GOLTICTU CH ele Moy eeeg oes cts kanene Aw Ma os 90,644 53 82,218 87 
Yard Switching Fuel .........¢5-- eee ees 4,219,156 05 3,252,464 28 
Yard Switching Power Produced........- 9,941 00 10,186 3 
Yard Switching Power Purchased ...... 70,109 73 61,058 87 
Water for Yard Locomotives.......-.++-. 190,280 12 168.080 18 
Lubricants for Yard Locomotives......... 56,871 08 42,681 54 
Other Supplies for Yard Locomotives.... 39,446 72 30,113 88 
Enginehouse Expenses—Yard.........+-: 1,269,319 52 1,108,105 37 
Yard Supplies and Expenses.......-.++-- 142,379 35 125,408 82 
Operating Joint Yards and Terminals— 

TG DEE Re i keeled: Ciera hitec are ate mince Rielle cm 1,098,949 95 1,028,211 30 
Operating Joint Yards and Terminals— 

CAP EG TES are oe ee a EE Ge +e Gilavellm one» 1,515,609 34 1,303,939 84 
Train. Hngimemeny 22. 6s 26 ee ee oobi oleae 11,672,320 18 9,660,547 54 
IT TAT WED LOCO | ee CRUE & Nelle. fos» ole io 03 gl laste 107,367 27 109,278 78 
EDA Satis HU aMer aren Race cee llean etiansaNe i's, «)'b. yhy le) aie ymicerente 21,618,816 11 L221 61lox9gs 
Train. Power Produced: . 2.0... .22 + eee e ee 11,667 11 10,111 47 
Train Power Purchased........--+++++++5 36,374 39 33,599 00 
Water for Train Locomotives.........--- 1,091,892 42 965,496 11 
Lubricants for Train Locomotives.....--. 416,321 37 343,823 71 
Other Supplies for Train Locomotives.... 209,736 58 162,474 10 
Enginehouse Expenses—Train ......----- 3,409,103 92 3,176,712 10 
Pa 1 DI Cie tise oe ee SW whe easel wee 12,922,247 57 10,740,417 17 
Train Supplies and Expenses.......----+-- 6,738,507 21 5,554,315 65 
Operating Sleeping Cars......--+---++++: 1.123,946 48 851,127 50 
Signal and Interlocker Operation........- 424,623 11 ALE TS? LO 
Crossing Protection. .......-.-+2.+e2eee: 636,082 15 574,426 76 
Drawbridge Operation.........-.0+.+eee 105,818 96 96,715 58 

- Telegraph and Telephone Operation....... 307,926 56 266,915 84 
Telegraph—Commercial ........-++++++05> 3,983,495 16 3,480,061 54 
Operating Floating Equipment.........-- 790,564 10 693,564 89 
PR PTeRe wri seein CR Res ss sa eelale ws 5,818,426 24 5,262,063 93 
Stationery and Printing........---+-.++-: 570,832.15 499,322 77 
Ober ix Denese a wiin wie ete oe be «ee latere cad 911,016 42 592,503 68 
Operating Joint Tracks and Facilities— 

DC ee He ae Siete Raley stat ac elas! atlele, teeter oie 683,697 36 638,069 13 
Operating Joint Tracks and Facilities— 

Credits... .. BOT eB ee Lo ae yl eto re 423,642 77 373,893 54 
ANSULAHCE lei eiveis tai ens Ra aise crete S20 2 oe 11,209 52 12,714 93 
Clearing “Wrecks ih fear re st eee ae 285,103 85 212,581 70 
Damage to Property........-++++sesseeee 35,204 05 35,502 24 
Damage to Live Stock on Right-of-Way.. 41,474.68 36,709 46 
Loss and Damage—Freight..........-.+-- 745,929 02 587,417 23 
Loss and Damage—Baggage ......--+-+:- 2,928 01 2,068 57 
Tnijuries: tor Persang 4.8 jie vain wie cite oe bile 920,814 58 705,139 50 

$118,081,059 98 14 


111 
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MISCELLANEOUS OPERATING EXPENSES 


Year Year 
1941 1940 
Dining and "Buffet Services... ..4 .. ea $2,499,013 24 $1,490,013 44 
Restaurante, 6 4d, sk. 3c Ss. 20,045 54 13,934 21 
GEA AMIE VALOIS. oc? is sae oc hes, ciehe 0.0 148,252 84 105,844 65 
Other Miscellaneous Operations............... 39,480 64 37,126 69 
. $2,706,792 26 $1,646,918 99 
GENERAL EXPENSES 

Salaries and Expenses of General Officers...... $ 432,387 95 $ 414,767 33 
Salaries and Expenses of Clerks and Attendants 3,651,359 32 3,420,456 76 
General Office Supplies and Expenses.......... 225,828 74 209,021 70 
JAW HU RDETISOR Bak Sue lak cs sda a eee 345,948 67 368,738 54 
Reliefi Department. Expenses. .:.... 2560, oo. 27,500 00 27,500 00 
Pensions. Bese. ar te PUPS Ts, oo e. alle he ee eS 4,731,910 67 4,468,736 66 
StationeryieandssPrinuing.0.n. ><... > eee 164,584 22 152323210 
Valuation shxpenseanwcrek 6 isc. Sates 11,310 38 11,134 01 
Other”! Wxpenses!:)) Merete...) sae eee ee 288,168 13 254:;718 21 
General Joint ‘Facilities—Debit.............. 38,996 02 32,214 O1 | 
General Joint Facilities—Credit.............. 58,191 89 42,3837 25 
$9,859,802 21 $9,317,273 07 


Mr. Armstrona: Page 18 is the property investment account. 


Mr. JAcKMAN: Not too fast, please. 


PROPERTY INVESTMENT ACCOUNT 


Balance at Ist January, 19¢h. 2.0...'.... “SL RLEe wed cue IPM ae ens RD 
Expenditures, Year 1941: 

Road: 
Tine \\ Diversions eee iy ccs hoe le eco 270,289 44 
Montreal Terminal Development, Chapter.12, 1929.... 3,011,780 94 
Salvage from Line Abandonments, etc...............- 749,551 26 
Railsand), Pastenings. ean oe... ssl fs: Nae oe 601,364 78 
‘Lie. Plaveswand, Rail Anehores. 4... JOR, eee 1,101,565 03 
‘Lies-Costrot, Trea imei mesa cr... . Mois Maes ce One 1,177,305 56 
Ballast duces cs iva eel oy Fes. No) | ak ene 199,150 82 
Widening Cuts and Fills and Scaling Rock Cuts...... 39,003 74 
Ditching;, Drainagepand* Sewers"... .. .)s. se eee 111,042 90 
Large Pxeight Pérmimaiesh vices Geom. «|. foc. ee 502,005 48 
Large Passenger Vermin ley a) ae... Acie Geae ee ee 31,068 30 
Ward. \Traigicgs ard i icriieyay vieadiia hs... occ te eet eae Meno 1,750,106 35 
Roadway wach tres iit. ee iain... a eee 134,218 12 
Bridges; ‘Trestles ‘and ‘Gulverts.......) [2 ae, 625,743 93 
Crossing Protection, Including Subways.............. 120,565 58 
Stations and\etationw@laciities.....) Rance: 37,558 20 
Shops, Engimehouses and Machinery........ tthe fc SU, 1,154,378 89- 
Docks’: and) Wharviescun mee eel ccs Se eee 55,563 dA 
SignaleG“andewl nterlackemsycuee. ; .. ok <eeced ie eee 1,404,816 43 
Telegraphs- ail Wa yi ee deel coves oa 5s Sua Mahe aaa eee 88,758 01 
‘Telegraphs--Commercia lt ie sics wis s.5).o..) ae) Meee 344,895 96 
Stores Department, Building and Equipment.......... 39,104 60 
Assessments for Public Improvements........:....... 70,003 63 
Lia 10d 26 pe ie Ceca te evr lgcaehy «cls. ek) alee oe 374,566 11 
General Additions and Betterments........0e060..... 713,346 50 

rd. OG ELAR orci De Teer 5 coos os 4G ea $12,273,275 98 

Equipment: 

Equipment: Purchased) or Built, 0: . (Se eee $ 6,751,629 21 
Equipment: (Retinsdumnumasiaees os. osc. e eee S185, 087 Le 
General Betterments to Equipment...........:...... 345,847 93 
Equipment Conversions and Transfers..............:. 843,930 34 
xpress and Miscellaneous Equipment............... 69,611 05 
Tota. ieee Se en re IS a0 A $ 3,188,070 68 

Hotel’ cai nu Qe als oe Gao <3 5 Ci ae 110,097 10 

Separately Operated Properties..:.......ccdeecbusvcecas $ 1,808,958 63 

Net Additions and cBétterinental ss «si./scc. Sees ae ee ee ee 


Transfers Affecting Proprietor’s Equity 
Balance at 3lst December, 1941 


ONO OL EOC SO Ua Cae WW ees -6 ib eho Lle ip w ya ile\ a6! 6 (eve) (eo Ie 


MMOS 0) O18 © 60 (0) 8.0 TS 28 eens cee) eee ued e. 6: ib ue es ae 6) 6 eel s/s Lees He 


$1,940,923,424 91 


13,762,485 13 
10,398,427 32 


$1,944,287,482 72 


er Zs 
* 
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TRANSFERS DURING YEAR 1941 AFFECTING PROPRIETOR’S EQUITY 

Line abandonment between mileages 13.12 and 16.66 Deschaillons Subdivision $ 61,234 V1 
Line abandonment between mileage 0.00 and 33.94 Tweed Subdivision...... 607,145 87 
Taine abandonment between mileages 3.33 and 9.52 Marmora Branen itr en 76,534 35 
Line abandonment between mileages 2.11 and 19.61 Port Perry Subdivision. . 191,563 27 
Line abandonment City of Niagara Walls....... i veec seep ce nsr stesso: 329,214 79 
Line abandonment between mileage 45.57 and 68.50 Hxeter Subdivision.... 430,773 87 
Line abandonment between mileages 0.67 and 5.76 Red Deer Subdivision.... 867,377 55 
Line abandonment between mileages 0.23 and 27.48 Sorel Subdivision...... 38,083 64 
Line abandonment Bay City Terminal, Mich...........e.-eeese eee e ee reeee 379,984 90 
Retirement of telegraph line on Quebec entral Iaiwuye elec ieee lay ole alates =e 57,274 76 


$ 2,539,187 21 


Transfers of Canadian Government Railways property to Government Depart- 


ments ...-. cece eee eee eens DUN sip (a> 4 + > eo IMME eee, # face fink ee es ls $ 451,869 07 
Adjustment of investment account in respect of Prince Edward Island Car 
Werlies ANGa acd lIGiCS us). Gehrels vote es onc o|e etme, Bornes we gale el he we + 7,407,371 04 


$ 7,859,240 11 


$ 10,398,427 32 


Mr. Armsrrone: This shows the changes during the year. Beneath that 


‘Cooper referred to this a few moments ago. 


table of transfers during the year 1941 affecting proprietor’s equity. Mr. 


of funded debt, principal and interest—principal at the end of the 


interest accrued during 1941. 


FUNDED DEBT—PRINCIPAL AND INTEREST 


Date 
NAME OF SECURITY Issuing of 
Company Issue 
GUARANTEED BY DoMINION GOVERNMENT: 
5% Perpetual Debenture Stock............. G.T.R 1875 to 1883 
5% G.W. Perp. Debtr. Stock and Bonds.... Gare 1858 to 1876 
4% Perpetual Debenture Stock............. Eps lead at 1883 to 1918 
4% Nor. Rly. Perpetual Debtr. Stocker... Gale: July 31, 1884 
4% Perpetual Guaranteed Stock............ GileR: 1884 to 1909 
3% 1st Mortgage Bonds...........--...---- Gere July 1, 1905 
AGA Gterliney BONUS wed meee car ctu amin eel: Gees July 1, 1914 
3% 1st Mortgage Debenture Sotck.......... Can. Nor. July 29, 1903 
34% 1st Mortgage Debenture Stocks oa. Can. Nor. Mar. 1910 
64% Sinking Fund Debenture BOnGSinastnen Can. Nor. July 1, 1921 
32% 1st Mortgage Debenture Stock......... C.N.A. Mar. 22, 1911 
3107 1st Mortgage Debenture Stock......... CaENO: Dee. 8, 1911 
5% 30 Year Guaranteed Bonds............. Can. Nat. Feb. 1, 1924 
2% 1927 Guaranteed Debenture Stock...... Can. Nat. July 1, 1926 
440% 30 Year Guaranteed Gold Bonds....... Can. Nat. July 1, 1927 
5% 40 Year Guaranteed Gold Bonds........ Can. Nat July 1, 1929 
5% 40 Year Guaranteed Gold Bonds........ Gan. Nat. . Oct. 1, 1929 
5% 40 Year Guaranteed Gold Bonds........ Can. Nat. Feb. 1, 1930 
43% 25 Year Guaranteed Gold (BONS hes an: Can. Nat. June 15, 1930 
4207 25 Year Guaranteed Gold Bonds....... Can. Nat Feb. 1, 1931 
4407, 20 Year Guaranteed Gold Bonds....... Can. Nat Sept. 1, 1931 
3% 16 Year Guaranteed Bonds............. Can. Nat Dec. 15, 1934 
3% 9 Year Guaranteed Bonds...........-.. Can. Nat May 1, 1935 
2% 7 Year Guaranteed Bonds.............. Can. Nat. Feb. 15, 1936 
3% 17 Year Guaranteed Bonds............. Can. Nat Feb. 15, 1936 
910% 7 Year Guaranteed Bonds............. Can. Nat Feb. 1, 19387 
3% 15 Year Guaranteed Bonds............. Can. Nat Feb. 1219386 
3% 13 Year Guaranteed Bonds..........-.. Can. Nat Dee. 15, 1937 
2% 4 Year Guaranteed Bonds............-. Can. Nat.. Jan. 15, 1938 
910% 7 Year Guaranteed Bonds............. Can. Nat. Jan. 15, 1939 
3% 20 Year Guaranteed Bonds............. Can. Nat. Jan. 15, 1939 
Total Issues Guaranteed by Dominion 
GOVETNID CTE eee eee ree eae itty tee mits oie (boa «/t ayo, «1 quny«: #\enal pen ptmencutenrs 

GUARANTEED BY THE PROVINCE oF New BRUNSWICK: 
4% 1st Mortgage Debenture Stocksawate ete St. J.& Q. May 14, 1912 
GUARANTEED BY PROVINCE OF ALBERTA: 
4% 1st Mortgage Bonds..................-. G.T.P.B.L.. May 1, 1912 

1% 1st Mtge. Debtr. Stock and Bonds..... C.N.W. Mar. 1914 

107 1st Mtge. Debtr. Stock and Bonds..... C.N.W. Feb. 1914 


Date 
of 
Maturity 


Perpetual 

Perpetual 

Perpetual 

Perpetual 

Perpetual 

Jan. 1, 1962 
Jan: 1, 1962 
July 10, 1953 
July 20, 1958 
July 1, 1946 
May 4, 1960 
May 19, 1961 
Feb. 1, 1954 
By Drawings 
July 1, 1957 
July 1, 
Oct? ls 
Feb. 1, 
June 15, 
‘Rebas L; 
Sept. 1, 
Dec. 15, 
May 1, 
Feb. 15, 
Feb. 15, 
Feb. 1, 
Feb. 1, 1952 
Dee. 15, 
Jane 135), 
Jan. 15, 
Jan. 15, 


June 1, 1962 


Feb. 15, 
Oct. 22, 
Feb. 16, 


1942 
1943 
1942 


Principal 


Outstanding 
at Dec. 31, 1941 


$ 20, 782,491.67 


13, 252,322.67 
8,392, 883.00 
1,449, 979.67 

60, 833, 3833.33 

34, 992,000.00 
8,440, 848.00 
9,359, 996.72 
7,896,541. 81 

23, 897,000.00 
3,149, 998.66 

34, 229,996.87 

50,600, 000.00 

19,443, 676.53 

65,000, 000.00 

60,000, 000.00 

60,000, 000.00 

18, 000,000.00 

50,000, 000.00 

70,000, 000.00 

50,000, 000.00 

20,500, 000.00 

35, 000,000.00 

55,000, 000.00 

25,000, 000.00 

15,500, 000.00 

20,600, 000.00 

30,000, 000.00 

20,000, 000.00 

15,000, 000.00 


35,000, 000.00 


Pages 19 and 20 show a statement 


year and 


ef 


Interest 
Accrued 
1941 


1,039, 124.58 
662,616.12 
330,427.13 

59,999.18 

2, 433,333.33 

1,049, 760.00 
337, 633.92 
280,799.86 
276,378.96 

1, 553,305.00 
110, 249.94 

1, 198,049.84 

2,500, 000.00 
398,757.93 

2, 925,000.00 

3,000, 000.00 

3,000, 000.00 
900, 000.00 

2,375, 000.00 

8, 150,000.00 

2, 250,000.00 
615,000.00 

1,050, 000.00 

1, 100,000.00 
750,000.00 
348, 750.00 
600, 000.00 
900, 000.00 
400, 000.00 
337,500.00 


1,050, 000.00 


$ 


$940, 171,068.93 


$ 2,727,977.40 


1,153,764 00 
2,799, 997.73 
6, 424,000.00 


$ 


36, 981, 685.79 


109, 119.10 


46, 150.56 
125,999.90 
289,080.00 


‘. 
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FUNDED DEBT—PRINCIPAL AND INTEREST (Continued) 


Date Date 
Issuing of of 
NAME OF SECURITY Company Issue Maturity 
GUARANTEED BY PROVINCE OF British CoLUMBIA: 
4% 1st Mortgage Debenture Sotck.......... C.N-P. Nov. 16,1911 Apr. 2, 1950 
44% Terminal Debenture Stock............ CONiP. 1913 and 1914 Apr. 2, 1950. 
Total Issues Guaranteed by Provincial 
(GOVETIERGIIES Ei! nna her HU CaN ie A a rr 2 (Nh LIS ee ge ae se 
Equrrment Trust Issuzs: 
AG DOCTICB sh 7) Mace Rn AUR Mice Ne OE Can. Nat. May 1, 1927 Ser. 1,5, ’°42 
RIMS RT as « ARNE COALS Cla AE Un Can. Nat. May 1, 1929 Ser. 1,5,’44 
Bo ho Sea bakes Guay. Vein Sens se cad Wea G.T.W. Dec. 14, 1929 Ser. 14, 12,’44 
BG eee it CENTER Vr ha ageing Gast en lh th aay G.T.W Dec. 14, 1929 Ser. 14, 12,’44 
VA TUNER anh Oca ial BtH ee SM eh RM ea U Mtn C.V.R Dec.14, 1929 Ser. 14, 12,’44 
aay ceive WG ho AP aie Rena aot SARC tet SEO De Can. Nat. June ly 1930 = ‘Ser. 4.6; ’ 
Pe Wiha ie ASO eam AL drt ah re ber ed NaS LE Can. Nat Ayo rt O3 (0 Serie ts. 47, 
PA ty AMA a MECN CAG ante Ne Mane va SVE cid ea UO ial Can. Nat Sept.15, 19388 Ser. 15, 9, 53 
Pe WMT BAPE Saya ney ke sb Eh a AR gar em DA Can. Nato: )JSulyi1939) OSersy 7,249 
2 ols Sesitus att Cie AL Wg lat ete as pa) a aa G.T.W June 1, 1941 Ser. 1, 6, ’51 
Total Hquipment, "Trust Tssnes ie roieyie ok al): 3 gk) yaar 2 nape Nay Sano eee et 
OrHER IssuEs: 
4% Canada Atlantic lst Mtge. Bonds....... G.T.R. Jan. <1, 1905). Jan. <1}..1955 
7% Wellington Grey & Bruce Bonds........ Geri. July 1, 1869 By Drawings 
6% Northern Railway 3rd Pref. Bonds..... Gar 1868 Perpetual 
32%) lst: Mortgage Bonde dante Mie N.E. Elev.’ July, 1, 1901 °° Ser)° > -1,7,’41 
47 Ast Mortgage Bonds. 2 aerial hel Pem. Sou. Sept. 1, 1906 Sept. 1, 1956 
47 2nd Mtge. Bonds, Prairie ‘‘A’’.......... (Cpa gees Apr. 1, 1905 Apr. 1, 1955 
4% 2nd Mtge. Bonds, Mountain ‘‘B’’........ GTP Apr. 1, 1905 Apr. 1, 1955 
4% 1st Mtge. Bonds, ‘‘Lake Superior’’...... G.T.P Apr. 1, 1905 Apr. 1, 1955 
4% Perpetual Cons. Debenture Stock....... Can. Nor. 1903 to 1912 Perpetual 
4% Perpetual Cons. Debenture Stock....... C.N.O. June 21, 1909 Perpetual 
4% Perpetual Cons. Debenture Stock....... C.N.Q. Oct. 1906 Perpetual 
4% 1st Mtge. Perp. Debenture Stock....... Q.& L.St.J. June 1, 1912 Perpetual 
49; 1st Mortgage Bonds ste uege eee deca G.T.W. Nov. 30, 1900 July 1, 1950 
44% 1st Mortgage Series ‘‘A’’ Bonds........ G.T.W. Jan. 1, 1930 Jan. 1, 1980 
47, Indebtedness of 8.8. & C. Co........... C.V.R. Aug. 27, 1858 Optional 
4% 1st Mortgage Gold Bonds............... M.&P.L. Oct. 1, 1900. Oct. 1, 1950 
33% 1st Mortgage Guar. Debtr. Bonds...... H. & §.W.. Oct. 1, 1912 Sept.30, 1942 
5% Indebtedness to Province of N.B....... Can. Nat. Sept. 3, 1929 Various 


Total Othemtiasiiesscy inate ie es cay cca anit 2). INI ct gta a CR aL 


Total Debt held by Public (including therein $13,763,628.52 par value held in Special Funds 


and‘ Accounts) "as persBalance Sheett mame Oe. el TERE I emer enum ete aaa 
Nore.—These obligations are stated in Canadian Currency. 
converted at the par of exchange. 


DOMINION OF CANADA—LOANS 
(Treated as Assets in Public Accounts of Canada) 


Principal 


Outstanding 
at Dec. 31, 1941 


16, 412,001.13 


8, 614, 000.00 


$ 38,131, 740.26 


1,000, 060.00 
3, 600,000.00 

842,000.00 

133,000.00 

228,000.00 
4,200, 000.00 
8, 580,000.00 
6, 100,000.00 
5,200, 000.00 
1, 715,000.00 


$ 31,598, 000.00 


Interest 
Accrued 
1941 


656, 480.07 
387, 630.00 


$ 1,614, 459.63 


60,000.00 — 


200,000.00 
55,581.80 
8,841.39 
15, 126.67 
208, 687.50 
235,354.17 
177,489.58 
138, 125.00 
7,670.14 


$ 1, 106,876.25 


$ 16,000,092.00 


35,526.67 
70,566. 66 


150,000.00 
10, 206, 000.00 
9, 963,000.00 
7,533, 000.00 
44, 943,019.40 
8,724, 113.20 
5, 250,369. 26 
4, 252,503.06 
10, 964, 416.00 
400, 000.00 
~155, 865.25 
200,000.00 

4, 447,000.00 
1,198,022. 60 


$ 640,003.68 
17,171.96 
4,234.00 

_ 187.50 
6,000.00 

408, 240.00 
398, 520.00 
301,320.00 


1,797, 720.74 - 


348,964.50 
210,014. 76 
170, 100.14 
439,413.86 
18,000.00 
6,234.61 
8,000.00 
155, 645.00 
65,434.46 


124, 493.494. 10 


$1, 134,394, 303.29 


Sterling and United States 


$44, 698,226. 88 


Principal 
Outstanding 
at Dec. 31, 1941 
33% Advances, Financing and Guarantee Act, 1938. =). ha) o0 ee, eS $ 1, 717,008.90 
33.7% Advances, Financing and Guarantee Act.) 1939..., 1) We a) ey a Ns bs 12,442, 522.40 
33%, Advances, Hinancine and iGuaranteecActs 1940: () iv) wii) Va Aan tenure el Nally) 7,572,579.77 
34% Advances, FinancinpandaGuarantee A Gh elO4) 00 7 Ae a aman ONe Olen fella 11, 943,000.29 
33% Advances, Branch ‘ine Construction Acts 19386.%).(0 pu) Sie i am ia a1 638, 908.55 
34%, Advances, Trans-Canada, Air tines Aet, 1937. (2. Rare iin. NNR eaiien MN felted 550,000.00 
2% Adyanees, Reltinding tA ch aL9ssear audi ts, 0.) UL) SaMaateeee aa ami nM aD TIP yl 24, 689,392.53 
34°74 Advances; GuDAR SDe bu Stockamar ciel Men Che 50185 eeta Tse Maem uments hn) NN 105, 843,357.19 
347) Lemporary Loan for Working @apitalaie fics... ae ee aie I CN: 11,406, 999.71 
3% Purchase of Railway Equipment, 1936 (Repayable 1938-1950)....................... 4,654,557. 73 
33% Purchase of Railway Equipment, 1940 (Repayable 1941-1955)..............--.0.0.. 13,887,556. 46 


$ 4,995, 205.21 


currencies are 


Interest 
Accrued 
1941 


$ 60,095.32 
435,488.28 
264,236.04 
315, 608. 92 

22,361.80 
19, 250.00 
493 , 787.86 
3,395, 434.55 


144, 162.00 
496,337.47 


$ 195,345, 883.53 $ 5, 646,762.24 
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Mr. Hanson: I see you still have some of these 5 per cent perpetual bonds. 
Are these bonds outstanding yet? What has been done to them this last year? 
That has always been a bone of contention every year. 


Mr. Coorrr: Yes, Mr. Hanson. Under the recent resting order by the 
U.K. treasury, those bonds, to the extent that they are held by residents of the 
U.K., have been vested in the U.K. treasury and will be transferred over here. 


Mr. DonneELLY: How many do you think we will get? 


Mr. Cooper: Somewhere around 95 per cent or possibly more. Practically 
all the sterling securities on that list have been vested. As a matter of fact, 
some $300,000,000 of these securities are subject to the vesting orders and will 
be retired in so far as the railway company is concerned. 


Mr. Hanson: Speaking of these perpetual bonds, are there any held in 
Canada by Canadians? | 


Mr. Cooper: There may be a few of them held by Canadian citizens and 
an offer will be made to the Canadian citizens to turn in their bonds on 
terms equal with those offered by the U.K. treasury to residents of the U.K. 

Mr. DonnetLy: You are referring to the first five on the list, the perpetual 
bonds? 


Mr. Cooper: The vesting order goes much further than that. 


Mr. Maypanx: Mr. Chairman, would you permit me to make a remark 
on something remote from this for just a moment, or to just digress for a 
moment? I am sorry that we adopted the T.C.A. report when we did, because 
some information has since come to me that I should have liked to make some 
inquiry upon. However, anything related to the T.C.A. is, I take it, germane 
in this committee since Canadian National Railways is the owner of T CLA. 
I want, when we resume, to ask some further questions with reference to air 
lines; that being the case, I feel sure you will agree that it is germane to the 
work of this committee, since we have the owner of the airlines here. I was 
eoing to suggest that, if it were possible, Mr. Symington might be informed 
im case it would be possible for him to be here again. I did not get the 
information that leads to these questions until after the time of the adoption 
of the report. 

The CuarrMAN: I understand that we have to consider the estimates after 
these reports. Probably Mr. Symington could be asked to appear again, but 
the officers generally of the T.C.A. have gone west to their homes. 

Mr. Maypank: Yes. I do not think it would need the officers generally 
at all; and as a matter of fact, it might not even need Mr. Symington. It 
would seem to me that, if I were to introduce anything with reference to that 
to the ownership committee here, they would probably want the president of the 
subsidiary here. 

The Cuarrman: I do not know just when we will get to the estimates, but 
I imagine there would be no reason why you could not ask your questions 
then. 

Mr. Maypanxk: It does not make any difference to me when, but since it 
was in my mind I thought I would give advance notice. 

The CuarrMANn: You will have a clear road to make your inquiry at that 
time. 

Mr. Jackman: I think we did take up pensions in a former year. There 
is no fund from which pensions are paid. You charge that to operating expenses? 


Mr. VaucHAN: To operating expenses. 
Mr. Jackman: Is that common to the railroads in the United States? 


Mr. Cooper: We have a fund which is building up. Our present pension 
fund—and I am speaking now of the Canadian National Railway Company 
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because there are two other funds, the Grand Trunk superannuation fund 
and the Intercolonial fund—is now on a contributory basis, and the employees 
are contributing and have been contributing since January Ist, 1935. There 
is a fund with respect to that. But it is not an asset of the railway and it 
does not appear in the assets shown in the balance sheet. 

Mr. JACKMAN: It is entirely separate. You merely make your contribution, 
which is charged to the current operating expenses. 

Mr. Cooprr: We withdraw from the pension fund the portion of the 
pension which has been purchased by contributions from employees. The 
balance of the pension payable at the expense of the company, is charged to 
operating expenses currently. 

Mr. JACKMAN: Yes. 

Mr. Coorrr: There is no fund with respect to that. 

Mr. JAckMAN: Is that fund run by a joint committee of representatives 
of the employees and the railway? 

Mr. Cooper: Yes. There is a pension board of seven, four of whom are 
railway officers and three of whom are representatives of labour organizations. 


Mr. JackMAN: About what proportion is contributed by the employees? 

Mr. Coorer: The present plan is contributory. The contribution is 
optional. The employee is not compelled to contribute if he does not wish 
to. He may contribute any percentage of his wages up to 10 per cent. The 
railway undertakes to match his contribution up to the extent of 5 per cent. 
In addition to the pension which is purchasable out of that fund, as I have 
described it, the railway provides, at its own expense, with respect to new 
employees, a basic pension of $25 per month. With respect to old employees 
there is what we call a service pension computed on service to December 31, 
1934, and that service pension is arrived at by crediting to the account of 
each member 1 per cent for each year of service by the employees based upon 
their best ten years average wages. 

Mr. JackMAN: If the employee does not wish to contribute or refuses to 
contribute at all to the new pension plan, then he does not come under it? 

Mr. Cooper: In that case he gets a pension of $25 a month; provided of 
course, that he meets the service requirements. 

Mr, JAckMAN: At what age would he draw the basic pension? 

Mr. Cooper: Sixty-five is the retiring age in our fund. | 

Mr. JAcKMAN: In other words, if the old age pension law were reduced 
by five years, it would do away with that entirely. By law a man would be 
just as well off if you did not have the fund. At seventy a person gets $20 
a month, I think, from the old age pension now. If he draws your pension, 
he cannot draw the old age pension from the government. That is so? 

Mr. Cooper: Yes, that is so. : 

Mr. McCuutuocu: I notice some bonds guaranteed by the provinces of 
Alberta, New Brunswick and British Columbia. Has the interest been paid 
by the different provinces? 

Mr. Cooper: No, sir. 

Mr. VaucHan: No, they have never paid any ~interest on those bonds 
of ours. 

Mr. JAcKMAN: The cost last year of your contribution to the pension 
fund was $4,731,000. . 

Mr. Cooper: The total cost of pensions payable at the expense of the 
railway was $4,900,000. | 

Mr. JACKMAN: Payable at the expense of the railway alone? 
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Mr. Cooper: Yes. 


Mr. JAcKMAN: On top of that you had your contribution to the fund 
also? 

Mr. Cooper: Contributions to the fund were made by the employees. 

Mr.- NicHotson: To what extent? 

Mr. Cooper: I am afraid we have not got this thing very straight, 
have we? 

Mr. JAckKMAN: You have some pensions you are paying directly; other 
pensions you pay from a fund which you refer to sometimes as “us”, whereas 
it is something distinct and does not enter into your consolidated picture at 
all. What I am asking is, does the $4,731,000 represent the total cost of 
_ pensions to the railway last year? 

Mr. Cooper: The cost to the railway? Yes, 

Mr. JAckMAN: And there is no contribution on top of that under this 
separate fund charged to operating expenses? 

Mr. Coorrr: No.. 

Mr. JAcKMAN: Is this pension scheme pretty much in line with what the 
American railroads are doing? 

Mr. Cooper: No. Theirs is a government pension scheme; it is compulsory 
for all railway employees. They are required to contribute 3 per cent of their 
earnings up to $300—the first $300 of their earnings—and the railway is required 
to contribute 3 per cent also. Those amounts are transferred to Washington and 
go into what is called the United States Railroad Retirement Fund, and it is 
out of that fund railway employees in the United States receive their pensions. 

Mr. JACKMAN: Your system is willing to do better than that inasmuch 
as it will contribute 5 per cent if the employee contributes 5 per cent? 

Mr. Cooper: Yes. 

Mr, Hanson: Have you a board comprised of the management and 
employees, and how many members are there on this board? 

Mr. Cooper: There are seven members of the board, four of whom are 
appointed by the railway and three are representatives of labour organizations. 

Mr. SANDERSON: How many employees who have been retired are drawing 
pension at the present time? 

Mr. Cooper: At the present time? 

Mr. SANDERSON: Yes. 

Mr. Cooper: 6,397. 

The CHAIRMAN: We were last discussing the funded debt on page 20. 

Mr. ARMSTRONG: The total of Dominion Government Loans is at the 
bottom of page 20, “Principal outstanding at December 31, 1941, $195,345,883: 
interest accrued 1941 totals $5,646,762.” 

Mr. JACKMAN: I should like to revert to the pension account. Who looks 


after the investing of those assets and what do you put them into—government 
bonds or your own system of security? 


Mr. Coorrr: The railway company is trustee of the fund. The financial 
officers of the railway see to the investing of the fund, but under the regula- 
tions of the fund the assets can be invested only in dominion securities or 
securities guaranteed by the dominion. 

Mr. JAcKMAN: Then you are earning better than 3 per cent on them now? 

Mr. Cooper: I believe the present rate would be about 34 per cent. 

Mr. Jackman: Was consideration given to taking out annuities with the 
Dominion government where the rate is 4 per cent in the annuity department? 
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Mr. Cooper: Of course the amount which you can take out under govern- 
ment annuities is limited, is it not? 

Mr. JACKMAN: T'welve hundred a year. 

Mr. Coorer: It may have been considered; it certainly was not adopted.» 


be tabled before this committee? 
-Mr. Cooprmr: The Pension Board does not make a report. The minutes of 
the meetings of the board are prepared in great detail; they are submitted to the 


board of directors of the railway company for approval. When they are approved 


they are made effective by the proper officers of the railway. 

Mr. JackKMAN: How much do the total funds amount to now? 
Mr. Cooper: $11,718,000. “ 
Mr. JackMAN: It has been in operation how many years? 
Mr. Coorer: Since January 1, 1935. 
Mr.:Hanson: Approximately, how much is paid out in the year 1941 for 
the 6,000 pensioners? 
Mr. Coorrer: I am afraid I made a mistake when I gave a figure of 6,397. 
I was speaking of the Canadian National Railway pensions plan. That is the 
one we have been discussing. But I mentioned there were two other plans— 
the Intercolonial-Prince Edward Island Provident fund which related to the 
government railways and which was closed out to new members in 1929, and 
there is also what is called the Grand Trunk Superannuation fund which is a 
carry-over from the Grand Trunk prior to consolidation. Taking the three funds 
together.the total payments made in the year 1941 were $5,365,000 of which 
$4,901,000 was paid by the railway, and including these other two funds the 
total pensioners at the end of 1941 in the three funds numbered 8,634. 

Mr. SANDERSON: You gave me 6,000. 

Mr. Cooper: The 6,397 was limited to the Canadian National Railway 
fund which we were discussing at the time. 

Mr. Emmerson: Before we close may I go back to one question on page 13: 
Income from lease of road and equipment; is that the portion of the road leased 
to the D.A.R.? 

Mr. VaugHan: You mean that $70,000 item? 

Mr. Emmerson: Yes. 

Mr. VaugHan: No, I do not think that is it, but Mr. Cooper will have it. 
Mr. Hazen: Was the letter from the master of the Lady Hawkins filed? 
Mr. VaucgHan: There was no such letter. 

Mr. Cooper: In answer to your question I may say that the item of 
$70,000 includes $22,500 for the rent paid by the Dominion Atlantic Railway 
for the line from Windsor to Windsor Junction. 

The CHAIRMAN: Gentlemen, before we adjourn I may. say that we expect 
to have the ministers on hand on Monday morning. 


The committee adjourned to meet Monday, May 4, at 11 o’clock a.m. 


Mr. Jackman: Do you think the report of that pension committee should’ 
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MINUTES OF PROCEEDINGS 


Room 277, 
Monpay, 4th May, 1942. 


The Standing Committee on Railways and Shipping owned, operated and 
controlled by the Government, met this day at 11 o’clock a.m. Mr. J. P. Howden, 
the Chairman, presided. 


Members present: Messrs. Bradette, Donnelly, Dubuc, Emmerson, Gray, 
Hanson (Skeena), Hazen, Howden, Howe, Jackman, Lockhart, McCulloch, 
Maybank, Nicholson, Pouliot, Sanderson, Shaw, Sissons. 


In attendance: Hon. J. P. A. Cardin, K.C., M.P., Minister of Transport 
and Public Works; Hon. J. L. Ralston, K.C., M.P., Minister of National Defence 
(Army); Hon. W. P. Mulock, K.C., M.P., Postmaster General; Mr. 8. J. 
Hungerford, Chairman of the Board of Directors of the Canadian National 
Railway System and the following officers: Mr. R. C. Vaughan, President; 
Mr. N. B. Walton, Vice-President of Operations; Mr. Alistair Fraser, Vice-Presi- 
dent of Traffic; Mr. T. H. Cooper, Comptroller; Mr. W. S. Thompson, Director 
of Public Relations; Mr. W. M. Armstrong, Assistant Chief of Research and 
Development; Mr. H. J. Symington, K.C., President and Director of Trans- 
Canada Air Lines; Mr. O. A. Matthews, representing George A. Touche & Co., 
auditors; Mr. C. P. Edwards, Deputy Minister of Transport, also Mr. F. M. 
Maclennan, Chief Treasury Officer and Mr. J. A. Wilson, Director of Air 
Services; Mr. P. T. Coolican, Assistant Deputy Postmaster General; Mr. Geo. 
Herring, Superintendent Air and Land Services; Mr. R. H. MacNabb, Chief 
Superintendent of Railway Mail Service; Colonel H. O. Lawson, Director of 
Supplies & Transport (Army); Mr. F. K. Hollyman, Traffic Manager, R.C.A.F. 


In opening the proceedings, the Chairman read to the Committee a telegram 
he had just received from Mr. H. R. Moore, Chairman of Committees of the 
C.N.R. Brotherhoods of Locomotive Firemen and Brotherhood of Locomotive 
Engineers, requesting a hearing before the Committee to present their case on 
Western working conditions. The telegram was dated from Winnipeg on May 
3, 1942. 


Some discussion followed as to whether such representations came within 
the province of the Committee. 


On motion of Mr. Hanson, seconded by Mr. Nicholson, it was 
Resolved: That the request of the Brotherhood of Locomotive Firemen 
and Locomotive Engineers be granted. 


And the Chairman instructed the Clerk to notify Mr. H. R. Moore, 
Winnipeg, accordingly. 


The Chairman then informed the members that Mr. H. J. Symington, K.C., 
was present and the latter was recalled to the witness stand. However, the 
examination of this witness was suspended in order to hear some of the 
Ministers who had just arrived. 


Hon. P. J. A. Cardin, Minister of Transport and Public Works was called 
first and volunteered a statement in respect to the division of business in his 
departments between the C.N.R. and C.P.R. 
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Objection was taken by some members of the Committee to the fact that 
the correspondence requested by a resolution adopted on Friday, Ist May, 
was not being tabled. A lengthy discussion followed as to whether the Ministers 
should be heard before such correspondence had been tabled. 


After considerable debate on this question, Mr. Nicholson, seconded by 
Mr. Donnelly, moved as follows: 
That the debate on the question as to whether or not the cor- 
respondence be filed be adjourned and that the Committee proceed with 
the examination of the Ministers of the Government now present. 


In amendment thereto Mr. Maybank, moved, seconded by Mr. Pouliot: 

That all the words after the second ‘‘that” in the main motion be 

struck out and the following words be substituted therefor: “the min- 
isters of the Government be not now examined.” 


And the question being put on the said SiS a eth it was resolved 
in the negative as follows: Yes, 3; Nays, 13. 


And the question being put on the said main motion it was adopted on 
division. | 

The Chairman thereupon invited Mr. Cardin to proceed with his statement. 
The minister was questioned by the members. 


Hon. C. D. Howe, Minister of Munitions and Supply was afterwards invited 
to address the Committee. The minister outlined his views on the subject of 
division of business between the C.N.R. and the C.P.R. and he answered a 
number of questions from the members. During Mr. Howe’s submission, Mr. 
Alistair Fraser, Vice-President. of Traffic of the Canadian National Railway 
replied to a few incidental questions. 


Hon. J. L. Ralston, Minister of National Defence followed. He filed with 
the Committee a memorandum covering the “reasons for Travelling and Ship- 
ping via C.N.R.”, prepared by Mr. Vaughan and this document appears as 
Appendix “B” at the conclusion of the report of evidence heard this day. Mr. 
Ralston was assisted in some of his replies by Colonel H. O. Lawson. During 
the minister’s submission, Mr. Vaughan and Mr, Alistair Fraser answered a few 
incidental questions. 


At 1 o’clock p.m., the Committee adjourned to meet again at 4 o’clock 
p.m. this day. 


AFTERNOON SITTING 


The Committee met at 4 o’clock p.m., Mr. J. P. Howden, the Chairman, ~ 
presiding. 


Members present: Messrs. Bradette, Donnelly, Dubuc, Emmerson, Gray, 
Hanson (Skeena), Hazen, Howden, Jackman, Lockhart, McCulloch, Nicholson, 
Sanderson, Shaw, Sissons. 


In attendance: Hon. P. J. A. Cardin, Hon. W. P. Mulock, Hon. Angus L. 
Macdonald, K.C., M.P., Minister of National Defence (Navy), “Mr. Symington, 
Mr. Hungerford, Mr. Vaughan and the other officials of the Canadian National 
Railway named in the morning list of attendance, also the officials of the 
Transport Department, the Post Office Department, and the National Defence 
(Army) headquarters. 
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Mr. H. J. Symington, eC was recalled and questioned further in con- 
nection with matters pertaining to the Trans-Canada Air Lines. The witness 
was assisted by Mr. T. H. Cooper, Comptroller. 


The Chairman thanked the witness for his courtesy in re-appearing before 
the Committee and he was permitted to retire. 


Hon. W. P. Mulock, K.C., M.P., Postmaster General was afterwards called. 
The minister read a statement indicating the division of business of mail between 
the C.P.R. and the C.N.R. He was assisted by Messrs. Coolican, Herring and 
MacNabb, Assistant Deputy Minister and officials respectively of the Post 
Office Department. After replying to a number of questions by the members 
Mr. Mulock was excused. 


Mr. Alistair Fraser, Vice-President of Traffic of the Canadian National 
Railway System, was then called. The witness was questioned at length on the 
subject of division of business between the two railways. His evidence was 
suspended and it was agreed he would be recalled after the Ministers of National 
Defence for Navy and Air had been heard. 


The Chairman informed the members that the Minister of National Defence 
for the Navy had returned to the House but had left word he would return as 
soon as the Committee was prepared to hear him. Only fifteen minutes remaining 
before the dinner recess the Committee agreed to call Hon. A. L. Macdonald for 
the next sitting. 


The Committee then resumed the adjourned study of the Annual Report of 
the Canadian National Railway System. Mr. Vaughan, president, was recalled 
and was assisted by Messrs. Walton, Armstrong and Cooper. At the request 
of the Committee the witness filed a statement of Coal Purchases 1940-41 
and this document appears as appendix “C” following the minutes of evidence 
taken this day. Also a breakdown of operations of Hotels (Appendix ‘“D”) 
and a statement of Taxes paid in 1941 (Appendix “E”’). 


At 6 o’clock p.m., on motion of Mr. Hanson (Skeena), the Committee 
adjourned to meet again at 8.30 o’clock in the evening. 


EVENING SITTING 


The Committee met again at 8.30 o’clock p.m., Mr. J. P. Howden in the 
Chair. 


Members present: Messrs. Donnelly, Emmerson, Ferland, Gray, Hanson 
(Skeena), Hazen, Howden, Jackman, Lockhart, McCulloch, Maybank, Nicholson, 
Pouliot, Sanderson, Shaw, Sissons. 


In attendance: Hon. P. J. A. Cardin, K.C., M.P., Minister of Transport; 
Hon. A. L. Macdonald, K.C., M.P., Minister of National Defence (Navy); Mr. 
R. C. Vaughan, Mr. Alistair Fraser, Mr. N. B. Walton, Mr. T. H. Cooper, Mr. 
W. 5S. Thompson, Mr. W. M. Armstrong, of the Canadian National Railway 
System; Mr. C. P. Edwards and Mr. F. M. Maclennan, Deputy Minister and 
Chief Treasury Officer respectively of the Department of Transport; Colonel 
H. O. Lawson, Director of Supplies and Transport (Army); Mr. F. K. Hollyman, 
Traffic Manager, R.C.A.F.; Mr. O. A. Matthews, representing A. Touche & Co., 
auditors. 
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The Chairman informed the members that Major the Honourable C. G. 
Power, Minister of National Defence for Air, will be prepared to appear before 
the Committee at the next sitting. Also that the delegation from the Brother- 
hoods of Locomotive Firemen and Locomotive Engineers, from Winnipeg, would 
appear on Wednesday morning. 


Before proceeding with the taking of evidence, the Committee resumed 
debate on the motion of Mr. Shaw, of May 1, viz:— 


That the members of the Board of Transport Commissioners who had 
sat on the Board at the hearing of the case of the abandonment of 53-4 
miles between Forth (near Red Deer) and Ullin, Alberta, and whose 
decision had been rendered in recent days, both assenting and dissenting 
members, be called to appear before the Committee on Railways and Ship- 
ping, in order to question them in connection with that decision. 


The said debate was again adjourned in order to hear Hon. A. L. Macdonald. 

Hon. A. L. Macdonald, K.C., M.P., Minister of National Defence for Naval ~ 
Services, was called. The minister gave an outline of the instructions in force 
in the Naval Department regarding the division of business in transport between 
the C.N.R. and the C.P.R. After replying to many questions from the members 
Mr. Macdonald undertook to supply the Committee with further data in this 
connection at the next meeting of the Committee and he was permitted to retire. 

The Committee then reverted to the debate on the motion of Mr. Shaw 
which had been suspended earlier. Mr. Shaw presented a lengthy brief in support 
of his motion and after some remarks in answer by Hon. P. J. A. Cardin, he was 
allowed to withdraw his motion to the effect of calling the Board of Transport 
Commissioners to appear before the Committee. 


Mr. Shaw then moved:— 


That the C.N.R. members of the Joint Committee of the Canadian 
National Railway System and the Canadian Pacific Railway System, who 
had occupied on behalf of the Joint Committee before the Board of Trans- 
port Commissioners, be called before the Committee for examination. 


Mr. Shaw made a submission in support of his motion and again was 
answered by Hon. P. J. A. Cardin. After some debate on the motion Mr. Shaw 
with the leave of the Committee withdrew his motion. 


Mr. Gray, thereupon moved:— 
That the Committee do now adjourn. 


And the question on the motion being put, it was agreed to on the following 
division: Yeas, 8; Nays, 5. 


At 10 o’clock p.m. the Committee adjourned to meet again on Tuesday, 
May 5, at 4 o’clock p.m. 


ANTOINE CHASSE, 
Clerk of the Committee. 


MINUTES OF EVIDENCE 


House or Commons, Room 277, 
May 4, 1942. 


The Select Standing Committee on Railways and Shipping met at 11 
o’clock. The Chairman, Mr. J. P. Howden, presided. 
The CuatrMAn: Order. Gentlemen, I have a communication by way ot 
a telegram, which I shall ask the clerk to read to you. 
The CiErRK: 
Winnipeg, Man., May 4, 1942. 
J. P. Howden, M.D., M.P., 
Chairman, C.N.R. Committee, 
House of Commons, 
Ottawa, Ont. 


Dear Sir, C.N.R. Brotherhoods of Locomotive Firemen and Brother- 


hood of Locomotive Engineers request hearing before C.N.R. Commit- 
tee to present case on western working conditions. Yours respectfully 


H. R. MOORE, 


Chairman for Commattees. 


The CuarrMan: What is your wish in connection with this communication? 

Mr. Gray: Is there any further indication of what they desire? 

The Cuairman: I have no idea. I just got this telegram early this morning. 

Mr. Hanson: Where is it from? 

The CuarrMaN: From Winnipeg. Obviously it will delay the committee, 
but if this group of men have the right to expect to be heard you will have 
to give them consideration, I presume. 

Mr. Mayzpank: ‘I apprehend that these are two brotherhoods in Winnipeg 
who wish to present to this committee statements respecting employment and 
unemployment on the Canadian National and by implication that the Canadian 
National out that way is not getting a fair share of business, the same business 
we have been discussing here, and in my view they may have something that it 
would be worth while the committee knowing about. There is no reason why 
this brotherhood should not be heard; and on the contrary there is every 
reason why they should be heard. 

The Cuarman: What is your suggestion? Will somebody make a motion 
to the committee? Will somebody move that the committee express its willing- 
to hear them at such and such a time on such and such a date? 

Mr. SanpersSoN: Would you read that telegram again, please? 

The Cuatrman: “C.N.R. Brotherhoods of Locomotive Firemen and 
Brotherhood of Locomotive Engineers request hearing before C.N.R. Commit- 
tee to present case on western working conditions.” 

Mr. Sanperson: Might that include the C.N.R. and the C.P.R.? 

The CHAIRMAN: It just says C.N.R. 

Mr. Donne.uy: It is the brotherhood. 

Mr. Hanson: Are there two separate brotherhoods, does anybody know? 
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The CuatrMAN: I shall read the telegram again. ‘“C.N.R. Brotherhoods 
of Locomotive Firemen and Brotherhood of Locomotive Engineers request 
hearing before C.N.R. Committee to present case on western working conditions.” 


Mr. Hanson: May I ask Mr. Maybank if there are two brotherhoods, one 
for the C.P.R. and one for the C.N.R.? 


Mr. Mayspanx: There are not two brotherhoods. They are organized 
generally into locals, one of which will comprise only those on one railroad and 
the other will comprise only those on another railroad. I presume that in this 
case it refers only to the lodge or local or division, whatever they call it, that 
comprises the C.N.R. men. I do not know whether the Brotherhood of Locomo- 
tive Engineers is still organized separately, I think it is, This, in my opinion, 
would be the lodges of those brotherhoods which comprise the C.N.R. men, 
although they all belong to the same parent body. 


The CHatirMANn: Gentlemen, I think it is a matter you ought to be able 
to decide very quickly. You ought to be able to decide whether these men are 
entitled to be heard or whether they are not entitled to be heard. Would 
someone make a motion to that effect? 

Mr. Hanson: I move, if they are entitled to be heard, that we allow them 
a hearing. 


The CHatrmMan: I think they are entitled to a hearing. 
Mr. Sissons: What has been the practice in the past? 


The CuHarrmMan: I do not know that a matter of this kind has ever come 
up before the committee in my experience. 


Mr. Hanson: We had representation here three years ago. 

Mr. Nicnotson: I should be glad to second the motion. 

The CHAIRMAN: Have you any suggestion as to a date? 

Mr. DonnELLY: Leave it to the Chair. 

The CuatrmMan: All right. 

Mr. Gray: I think we ought to be careful not to open the door too wide. 
We may get requests from other bodies and each one will have to be dealt with 
on its merit. 

Mr. Pouttor: I know of a gentleman who has an office on Sparks street, 
who belongs to the International Trade Union Congress, who has appeared and 
submitted a brief already before this committee. I think his name starts with 
a “D,” It is a short name, 

The CHatrMAN: You have a motion before you. 

Mr. SHaw: In my humble judgment this is the committee which should 
hear some representations, not only of this organization, but any other organiza- 
tion that may have legitimate reasons for wishing to appear before the com- 
mittee. Further I think that now is the proper time for that to be done, 
during this sitting of the committee. I can support the motion. 


Mr. Pouuior: I support it for the same reason. 


The CHarrMAN: We have only one motion before us and that is all 
we need ‘be concerned with at the moment, The motion is that a reply be sent 
to this telegram saying that this committee is prepared to hear this deputation. 


Mr. Hazen: Mr. Chairman, I have here the Standing Committee on 
Railways and Shipping report of last year. Now the order of reference which 
is given here says: “Ordered that the Standing Committee on Railways and 
Shipping owned, operated and controlled by the government be empowered 
to examine and inquire into all such matters and things as may be referred to 
them by the house, and to report from time to time their observations and 
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opinions thereon, with power to send for persons, papers and records.” Whether 
that gives us the power or not to grant this request I do not know. I am a 
new member of this committee. 

The CHaIRMAN: It seems we have a precedent inasmuch as we have 
‘received representation from parties already. 

Mr. JackMAN: What is the function of the Board of Transport .Commis- 
sioners in this regard? Is not that the place where they might go? 

The CuHatrMAN: I think undoubtedly the Board of Transport Commis- 
sioners has to hear representations. 

Mr. JACKMAN: On rates only? 

The CHamrman: No, on anything connected with the railway. That is 
my conception of it. 

Mr. JACKMAN: They have technical men experienced in that kind of work. 

The CuHatrMAN: The point is, is this committee going to hear these 
gentlemen? 

Mr. JACKMAN: Is there some place set up now other than this committee? 
That is the point I am trying to arrive at. 

The CHatrMAN: This telegram is before you and I have a motion that 
these men be heard. I suppose the best way is for those to vote against the 
motion who are not in favour of it. We will put the motion. 

Mr. SHAw: There may be other bodies before which that organization 
might appear. They have requested permission to appear before this com- 
mittee. I believe that is the light in which we should consider it. 

The CuHarrMAN: The point is this: As chairman of this committee I am not 
going to assume the responsibility for saying yes or no to these men. Now, 
you have the motion. 

Mr. Gray: Question? 

The CHAIRMAN: The question is, does the motion carry? 

On a vote being taken the motion was declared carried. 

The CHAIRMAN: Now, we have called Mr. Symington, President of the 
Trans-Canada Airways, who is a very busy man, to. come back and give 
testimony before this committee. He is anxious to be delayed as little time 
as possible. 

Mr. Mayspank: Before proceeding with that, may I ask whether the 
‘correspondence we asked for has been tabled? } 

Mr. VaucHan: I may be wrong, but I thought it was left in abeyance. 
Mr. Maybank, I was of the opinion that would be held in abeyance until the 
Ministers arrived here. As far as I am concerned there is nothing in the 
correspondence that should not be filed, but inasmuch as my letters were all 
marked private and confidential, it would seem to me the permission of the 
recipient ought to be obtained before these letters are filed in this committee. 

Mr. Maypank: Mr. Chairman, I think the motion of the committee is plain; 
it was that the correspondence should be filed. The objection is the confidential- 
ity. That was raised by Mr. Vaughan at the time and in spite of that the motion 
was passed that the correspondence should be tabled. It is my view that 
correspondence should be here before we go any further into the question with 
anybody else. You see what it means; it only means that the correspondence be 
not tabled until we go into this question with other ministers, and get it. 
afterwards. 

The CHAIRMAN: The motion was put and carried. Apparently the letters 
are not on hand. 

Mr. Maysank: Is the correspondence in the house, in Ottawa? 

Mr. Vaucuan: The correspondence is here, yes sir. 
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The CHarrMan: I think the correspondence ought to be tabled. 


Mr. Maypank: Since the correspondence is in Ottawa and in the chamber 
there is no reason why it should not be tabled now. 


Mr. Donnetuy: I do not agree with that. I do not think we should ask 
this man to table correspondence marked “Private and Confidential.” I do not 
think we have any right to do that. I think he has to get the permission of the 
recipient of that correspondence ‘before he should do it. I do not think any man 
should be asked to do that sort of thing; I do not think it is fair. 


Mr. Maysanx: That is the motion already passed. 

The Cuairman: Exactly. The motion was submitted to this committee and 
passed. I do not know whether you were in the committee at the time but it 
certainly was passed, and accepted by the committee. It was evidently considered 
that we had the power to request this correspondence be tabled. 

Mr. Donnetiy: I do not think it is right. I do not think we should do that 
to any body of men. 


Mr. Povuuior: Now, Mr. Chairman, speaking to that it is important to 
examine the words “private and confidential” on correspondence. By putting 
the words “private and confidential” on letters do you make them “private and 
confidential” when they relate to public business? That is one point. Then there 
is another point which has also been discussed in the house not only by my 
humble self but also by the leaders of all parties; that was eleven years ago, in 
1931. It was relating to correspondence regarding Riviere du Loup station. Mr. 
King, Mr. Lapointe and Mr. Bennett took part in the discussions, and the matter 
being discussed was this: is it possible to mark as private, correspondence that 
was not marked so, and to mark it private after it has been asked for—it is on 
record in Hansard and covers two or three pages—and finally the Speaker decided 
that the correspondence should be tabled. 

Mr. Chairman, if you will permit me further, I may say that the point is 
that it is a most delicate matter, I admit; but when a letter is on public matters, ~ 
is it possible for one of the parties to prevent people from knowing about it 
simply by marking the word “private,” “personal” or ‘confidential’ in the 
corner of the letter? 

Mr. Maypanxk: Mr. Chairman; in the very nature of this correspondence 
there is nothing private or confidential about it, no matter how it was marked. 
When Mr. Vaughan was spoken to first about it, he said he supposed that that 
correspondence was marked “private and confidential”. I presumed that he was 
speaking from memory at the time, and indeed it is not until now that it 1s 
definitely stated that it was so marked; but enough was said, at any rate, about 
the correspondence to indicate that it was not, in its nature, private and 
confidential. This committee is here for the purpose of inquiring how the agent 
of the Canadian people, the Canadian National Railways, does its business, or 
how well it has done its business. Last year this committee made inquiries as 
to what share the Canadian National Railways was getting of government 
business. The feeling of this committee at that time was that the government 
business was not being distributed in the way it ought to be distributed. Follow- 
ing up that this year, we turned to the directors and the officers of the C.N.R. 
and said to them, “Look here, have you done anything about this in the mean- 
time? Have you tried to get any more business?” Mr. Vaughan says, “Oh, 
yes, we have.” We say, ‘Well, what have you done?” So he tells us what he has 
done and what he has tried to do and says it is shown in certain correspondence. 
That is all there is to this correspondence—simply that there is a statement in 
there as to what they think ought to obtain with reference to the amount of 
government business to be allocated to them. Surely there is not anything 
confidential about that. We want to see whether the Canadian National 
Railway has been on its toes with regard to getting this business. They say 
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they have. They say that statement is to be supported by correspondence. Let 
us see the correspondence. That is all. We are here to examine the accounts 
and the way they do business. There is nothing confidential about that sort 
of thing. 

Mr. Gray: Mr. Chairman, I rather agree with Dr. Donnelly, although I do 
feel that it is public business and, therefore, should be produced. But the 
recipients are here and I imagine would, in a minute, if Mr. Vaughan would say 
to whom he had written these letters, release them. He mentioned Mr. Ralston, 
I know, and I think perhaps the Minister of Transport. They would say in 
a minute, “Release them” and let us get on and find out where we are. If Mr. 
Vaughan would say to whom these letters are written, I think they would be 
released at once and we would not get into all this debate. 

Mr. Donnetty: Mr. Chairman, in spite of all that has been said as to 
whether these are confidential or not, I would submit that this committee is 
governed by the rules of the house, and we have to conform to the rules of the 
house. The house will not permit, as we know, correspondence that is marked 
“nrivate and confidential” to be given to the house or to be exposed in the house; 
I would advise that you go to the speaker of the house and get a ruling on this 
as to whether you are permitted to do this or not; because I do not think we are 
permitted to have this private correspondence made public. 

Mr. Poutior: Mr. Chairman, if you will permit it, I should like to say that 
you are the boss here, and it is up to you to decide. There can be nothing private 
regarding the expenditure of money. If a letter is written to anyone regarding 
the expenditure of money, that letter cannot be private because the people have 
a right to know where the money goes. Therefore, it is not a basis for privacy. 
No one can make a letter private by writing the words, ‘Private, confidential, 
personal”, or anything they like on the corner of a letter before or after it is 
received. That does not make it private at all. 

The Cuamrman: Gentlemen, the point is this. Just let us get down to brass 
tacks. We have a lot of very busy men here to-day, very important men to the 
nation. We have Mr. Symington and the heads of departments here waiting 
on this committee to be heard. I am not going to pursue this thing to the 
speaker or to anybody else; not at all. 

We have a motion before this committee and it was accepted by this com- 
mittee. If there was any demur at any time with regard to it, I do not remem- 
ber it to any great extent. It seems to me there may have been a slight 
misunderstanding between ourselves and the president of the Canadian National 
Railways, and that is probably the reason the papers are not here to-day. 

Mr. Maypanx: They are here to-day. 

The CHarrmMan: Well, if it is not due to a misunderstanding, the only 
thing in my estimation that can prevent those papers from being before this 
committee is a refusal on the part of the officials of the Canadian National 
Railways. I do not see why we need to waste time. If they are prepared to 
produce these letters and there is no opposition, then I will request them to do 
so, so that we can get on with the business. 

Mr. Gray: Hear, hear. 

Hon. Mr. Carvin: Mr. Chairman, if you will allow me, I should like to 
say a few words. As Minister of Transport, I received a number of letters 
written to me by the president of the C.N.R., as did other ministers I am sure. 
That correspondence was all marked “private and confidential” to me. [ must 
indicate to you that I have not gone back through that correspondence and read 
it again—it was voluminous enough—and I do not feel free to lift the limitations 
placed on that correspondence by the words “personal and confidential.” In the 
letter addressed to me, the main point now under consideration by the committee 
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may have been covered; but there may also be other points which due to public 
interests should not be divulged. What is of interest, in my humble opinion— 
despite what has been said and with all due respect to the opinions that have 
been expressed already—is this. What does the committee want to know? They 
want to know if something has been done by the C.N.R. officials in order to 
equalize the division of traffic between the two railways. The president, I 
understand, as well as Mr. Symington and others, has indicated that they have 
made representations to the different heads of the government. I am here to 
say that, in fact, they have made a representation to different heads of depart- 
ments and to myself personally. But they have done it in letters which are 
marked “private and confidential” and which, to a certain extent if not entirely, 
may be considered as inter-departmental or inter-branch correspondence which is 
not allowed to be produced in the house. The main object of the inquiry of the 
committee is to ascertain what has been done. As I understand it, with my very 
limited knowledge of railway affairs, the officials of the C.N.R. could not do any 
more than make representations to the heads of the different departments to 
have a better or a different distribution of the traffic between the C.P.R. and the 
C.N.R. They have done that. As far as I am concerned, I confirm that. They 
have made representation to that effect. What does it matter whether a sentence 
or two sentences more have been added to that. In my humble opinion it does 
not matter at all. That is no real reason, in my opinion, to justify seeing the 
wording of the letters. The main point was to know if representation had been 
made. They have made representation. They have made strong representation 
for a better distribution of traffic between the two railways. 


Mr. Pouutor: Hear, hear. 


Hon. Mr. Carvin: It is clear. I admit that. I must say, to the credit 
of the C.N.R., whether it was under Mr. Hungerford or under Mr. Vaughan, they 
have made strong representations to me, and I know they have made them to 
other ministers as well. But that is the main point which is of importance to 
the committee, in my humble opinion. The other details, I repeat, which may 
have been mentioned in the letters and which may appear in the letters are of 
secondary importance. | 

Knowing now that the C.N.R. has made representation to the members 
of the government, the next step is to see what the government has done about 
it. That seems to me to be the logical sequence. It is not so important to 
know in what language the request was or whether a letter was addressed to Mr. 
Howe, Mr. Ralston or Mr. Mulock. I will be frank in stating that the sugges- 
tion of the committee of last year has been presented to the government and — 
has been considered. But as all of you know we have been passing through very 
dificult days, and a number of very important problems have been occupying 
the minds of the members of the government during the last year. I would not 
say that anything definite has been done to change the situation. As far as my 
department is concerned, the Department of Transport, I am ready to say that 
we have given instructions to divide the business between the two railways in 
a manner more favourable to the C.N.R. Of course, we have not very much 
to ship by rail. But this is a matter of government policy which should be 
given full consideration, I understand, by the government when the govern- 
ment has the time to go over such a complicated affair. It is not an easy thing. 
It may be, that, on looking over one set of figures, one may come to a certain 
conclusion; but if you have placed before you another set of figures and another 
set of circumstances, the whole picture has been changed. . 

__ There are all sorts of complications and difficulties that exist in dealing 
with a situation of that kind, and it was thought advisable not to interfere too 
much in the matter, in view of the difficult circumstances in which we have been 
placed. I may say, for the information of the members of the committee, that 


RAILWAYS AND SHIPPING 125 


last year after the question was raised, I was flooded with telegrams coming 
from all parts of Canada protesting against the government taking any attitude 
to interfere with the distribution of business as it had been carried on up to 
that time. Those telegrams were coming from associations and from individuals 
representing all sections of the country. J have already started receiving a 
number of telegrams on the same subject. I did not like it last year because, to 
a certain extent, I thought that it might have been engineered. It may be so. 
Lots of things in these difficult days we are passing through are being engineered 
from some source, but are Just the same causing trouble and difficulty. I do 
not think the time is opportune for the government taking definite action and 
stating that the business is to_be divided 60/40, or any other percentage at all; 
‘because I confess that at the present time we have not a full opportunity of 
going into all the details and studying all the problems; and the minds of the 
members of the government are busy with very important problems. Speaking 
for myself, and as a member of the committee, I would not like to have repre- 
sentations coming from any section of the country which would have the result 
of disturbing the disposition and balance already working out in the best 
interests, and to the best advantage of the country. We are going through very, 
very unsettled times, and what is decided to-day may be changed to-morrow, or 
may be changed next month, or next year, or it may be changed as soon as the 
war is concluded. 

My humble suggestion, with all due respect to those who have expressed 
their views is that the government should show in that question no real or too 
extended preference for the one or the other; and I rather think it will meet 
with the approval of those who are responsible for the administration of the 
C.N.R. if we leave the railways, which we claim so much are independent 
organizations—and the C.N.R. thinks of itself as being an independent organiza- 
tion—if we leave them free to fight their own battles. 

Some Hon. Memsrrs: Hear, hear. 


Hon. Mr. Carprn: This railway is operating as a private industry, and 
operating very successfully as a private org ganization in dealing with other 
private organizations in this country. Why not just leave them the same 
opportunity of fighting their own battles. And, if there are any restrictions 
which have been imposed upon their action, such as any definite percentage 
which has been established, as far as I am concerned I am ready to recommend 
to the government; whatever may have affected this question before; I am 
ready to recommend to the government that any restriction of that kind be 
removed and that the field be left open for the C.N.R. to fight their own battle 
againt their competitors for the time being. Later on, when times will have 
become more quiet and more reasonable, and when we have recovered more 
completely our time and our liberty of action; at such a time this question might 
be considered in the light of all the circumstances that may be placed before us. 

Let me repeat; I am ready, in my position, if it is the wish of the com- 
mittee, to recommend to the members of the government, the government in 
council, that if there are any restrictions which are creating any difficulties to 
the C.N. R. to prevent them from getting what they think should be their fair 
share of the business, such action as will remove those restrictions. It has 
been established, for example, the business is to be divided 50/50 between the 
railways. I am ready. to recommend that such restriction be abolished, and 
that the field be left open. I am expressing my own view. I do not speak for the 
government, because we have not had an opportunity of discussing fully that 
matter in council before this morning. However, if it is agreeable to the com- 
mittee, I am ready to carry that suggestion to the government; that all kinds 
of restrictions be wiped out for the duration of the war, and so long as the 
present unsettled situation continues. After the war this question may be 
brought up again; and if it is, all the circumstances in connection with it can be 
given due consideration at that time. 
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Going back to the matter of the correspondence; as far as I am concerned 
I am ready to agree to a very large extent with the representations that have 
been made; that it is not always the word “personal” marked on a letter that. 
makes it of a personal character or of a confidential nature. But we have got 
to keep in mind that when a man writes a letter, if he chooses to have that letter 
considered purely personal and confidential, some consideration should be given 
to his feeling in that regard. Otherwise, if a personal or confidential com- 
munication is to be exposed to the public I doubt very much if many people 
would make their representations in the form of letters but would prefer to make 
them verbally. In my opinion, the marking of a letter confidential or personal 
is quite proper. At times it is also a protection for the man to whom the letter 
is being written, as well as to the man by whom the letter is being sent. In 
the present circumstances I am rather hesitant to express an opinion. I may 
be absolutely blind on this question, but I think that the most important thing 
to be considered is the action of the officers of the C.N.R. following the 
recommendations of the committee. You already have my assurance that they 
have done all that they could and they have so stated here. We could not ask 
Mr. Vaughan, any more than we could have asked Mr. Hungerford or the 
directors of the C.N.R., to go any further than that. What can they do? They 
cannot do anything more than to make representations to me, to the Hon. 
Mr. Howe and to the other ministers. It would be your business; dividing it 
this way, and that way; are you changing the attitude; are you disregarding the 
percentages that have been established already—they cannot do any more than 
that. They cannot impose their views upon the members of the government 
or the ministers. They have done all that they could do in making their 
representations; and I am here to confirm what they have told you, that they 
have made those recommendations; and the obstacles—if obstacles there be, 
have not been removed up to the present time, that is not their fault; because 
they have gone the limit in making all the representations that they could 
reasonably be expected to make in the circumstances. I there is any responsibility 
for not removing the obstacles, if there were any obstacles, or changing the 
percentage—if there were any established—well, that is the responsibility of the 
government. And our excuse for not having moved along that line is these 
difficult times which we have been going through. How many many things of a 
difficult nature the government is having to decide, things which have been 
presented to us in that regard. 

Mr. Povutiot: Will you permit me one word? 

Hon. Mr. Carpin: Yes. 


Mr. Povuuiot: I understand that there have been several recommendations 
from the C.N.R. 
Hon. Mr. Carpin: Yes. 


Mr. Poutiot: What I want to tell you, sir, is that had you been alone there 
would have been only one representation and it would have been successful. 


Hon. Mr. Carvin: I do not know as I could say that. 


Mr. Maysanx: I want to ask the Hon. Mr. Cardin what may seem to him 
at the moment to be an embarrassing question, but I wish to assure him that 
I do not intend it to be such. The question seems to me to be solely one as 
to whether or not these letters are producible. We have them here in the 
room at the moment. Mr. Cardin says that the letters can hardly be produced 
after the man who sent them marked on them “private and confidential”; 
that a man who writes a letter and marks it that way is entitled to some 
consideration. I think his view in that regard is sound. I do not think any 
person will dissent from that. When a person writes a letter and marks it 
“private and confidential”, he expects it to be so treated; although, there are 
limits as to what he can do in that regard. When you:are dealing with public 
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business it is perfectly clear that you cannot hide business from the public 
by putting certain marks on the letter. But in this case that is all of no. 
importance. We do not have to consider the nature of the letter in this case. 
You do not have to give Mr. Vaughan any guard, because Mr. Vaughan said, 
just a short time ago, this morning, that so far as he was concerned it was 
quite all right to produce the letter. That is on the record there this morning; 
and I believe it will appear in the record of our proceedings of Friday last; 
however, I am not sure as to that; but I do know that Mr. Vaughan here this 
morning stated that so far as he was concerned the letters could be produced. 
So that sets aside any need of protecting the Canadian National official who 
marked upon their letters “P. & C.”, or any other symbol to indicate confiden- 
tiality. Then, Mr. Cardin has not said himself that in the nature of these 
letters there is anything that should be withheld from the public interest. Mr. 
Cardin remarked at the beginning that he has not gone over the correspondence 
in recent times and could not say whether there was in it something that ought 
to be withheld. That being the case, since no person is here to say that it is 
not in the public interest—I can conceive of a sentence being in these letters 
which might not be in, the public interest, might not be in the interest of the 
railroad—as, for example, you can imagine a sentence occurring in the letter 
where there might be some statement respecting one’s own business which one 
would not like to have made public—there could be such a sentence there 
which one would not desire to have made public; although, we have not any 
such information. The minister himself makes no statement at all that there 
is anything in this correspondence which it would be contrary to the public 
interest to disclose. Mr. Vaughan, who writes the letter, says it is quite 
all right to produce it. 

Now then, the main part of Mr. Cardin’s argument at the moment is 
something like this: you can take it from me that these men have made 
representations; you can take that from me, they made representations, and 
strong ones. Now, when we know that they have made representations, 
what does it matter? They say: well, of course, that is just a matter of 
opinion, a matter of feeling. One man who holds the letter in his hand says: 
now look, Mister, if I showed you this letter it would not do you any good. 
You can’t blame the other man for saying; well, all right, show it to me 
anyway. Now, that is the position in this committee. Mr. Cardin’s statement 
was that they have made representations; what do you care about the 
phraseology. Well, I appreciate his judgment in that way; but neither he nor 
anyone else can blame me if my judgment is the opposite; but I say that in 
spite of your opinion as to this letter, I would still like to see it; and I still 
think that the public might like to see it too. But quite independently altogether 
of whether or not the public might, my opinion is that we are certainly entitled 
to present our case with regard to it here this morning. 

The balance of what was said, regarding the division or distribution of 
business, of course, is not germane to the discussion we are having here this 
morning; not yet. That is one of the matters to come up here. Perhaps all 
of this will lead up to it. I am not asking that there be any particular 
division; not at the moment. In fact, that is the position I have taken before. 
It seems to me that the best thing would be to give the C.N.R. and the C.P.R. 
a free hand and let them go ahead; no hold barred, no restrictions. Mr. Cardin 
indicated that he is not going—trying at any rate—to see that there be any 
guaranty that the C.N.R. obtain such and such a percentage of the business. 


. That is all right as far as it goes. I may want to deal with that a little more 


specifically and at greater length at some convenient time. 

At this moment we are dealing with the question of whether or not the 
public are entitled to know what the C.N.R. has done and likewise what the 
government has done with respect to the C.N.R., and no person has advanced 
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any argument here this morning as to why the letters should not be produced, 
excepting that there are a couple of words which are not efficacious in the 
first place in holding back this type of information. On first principles those 
words are not efficacious and in the second place if they were ordinarily 
efficacious, the writer of the letter says “wipe them out; we do not want that 
protection”; and the receiver of some of the letters does not say, “it will be 
against the public interest to produce them”. I think those letters ought to be 
before us in order that we may see the case before we go further. 

Hon. Mr. Howe: What you are saying is that Mr. Vaughan, President 
of the Canadian National Railways, cannot write a letter to Mr. Cardin who 
represents the shareholders of the railway unless he is prepared to publish that 
letter in the paper. 

Mr. MayBanxk: No, I did not say that. 

Hon. Mr. Howe: That is what it is in effect. 

Mr. Maypanx: No, I do say that Mr. Vaughan has written a letter which 
he says he does not care whether it is produced or not and Mr. Cardin has not 
said that the nature of the business is private and confidential— . 

Mr. VaucHan: I do not think I went quite that far. 

Mr. Maysank: I admit I am interpreting your remarks. 

Mr. VAuGHAN: I said providing the ministers are agreeable. There just 
happened to be a few things said in regard to the competitive situation as between 
ourselves and our competitors that I do not think it would be desirable to place 
on file. | 

Mr. Povuuiot: In the mass of public correspondence— 

The CHAIRMAN: Are you through, Mr. Maybank? 

Mr. Maypank: No. 

The CHAIRMAN: Well, finish with what you have to say and let us get done. 

Mr. Maysanx: I want to make it clear in the first. place—and I thought 
every person knew it—that I was not endeavouring to quote Mr. Vaughan 
verbatim, and my rendering of what he stated was, of course, my interpretation, 
and I emphasized that fact. Now, I wish also to make clear that I can quite 
understand that there may be a sentence in this correspondence of the type that 
Mr. Vaughan has described, and I think if there is such a sentence, and if that 
be the point raised that that can very easily be resolved. If you say let us 
check this over and see if there is a particular sentence in there relating to our 
competitors and giving information to our competitors well, obviously that 
comes within that class of sentence that it is not in the public interest to 
disclose, and that sort of thing can easily be kept out in the production of the 
papers; copies could be produced and no problem will be involved there at all. 

The CHAIRMAN: I am suggesting now that it is a matter that could be 
debated for the next three weeks and we would be no further ahead. The posi- 
tion of the Chair is simply this, that a resolution has been passed in this com- 
mittee and accepted by the committee for the production of certain papers. 
The Minister of Transport has declined to produce the papers; and it seems 
to me that the matter before the committee is to ascertain how many are willing 
and how many are not willing to produce certain papers. I do not think all the. 
debate in the world will get us any farther. 

Mr. Maypank: ‘That resolution in the committee was that the Canadian - 
National shall produce those papers. The chief witness before this body, namely, 
the Canadian National Railways, has stated that certain things were done by 
it and that organization is asked to substantiate the statements by producing 
the correspondence. That is the position. 

The Cuairman: The Minister of Transport has declined respectfully to 
have certain letters produced to the committee. Now, if that is the position what 
is the use of wasting time about the matter. Let us go on with something else. 
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_. + Hon. Mr. Carvin: Mr. Chairman, if you will permit me one word. I should 
not hike my attitude to be interpreted as making a flat refusal to a request which 
has been passed by the members of this committee. That is not my attitude 
_ exactly. I confess very frankly that since the resolution has been passed I have 
not had an opportunity of going back over that correspondence and reading 
all the letters that have been sent to me marked personal and confidential, and I 
would not feel free to give a blanket promise to produce those letters for fear 
_ there might be something in that correspondence that would create some em- 
- barrassment for the railway, the welfare of which we are working to achieve. 
_ At the moment frankly I would hesitate very very much to agree to the pro- 
- duction of that correspondence. With regard to that correspondence and what 
was in it—and you need not necessarily take my word for it—nothing more 
- could have been expressed by any president of the railway than what has been 
expressed by Mr. Vaughan. Suppose that instead of having written me those 
letters Mr. Vaughan had chosen to come to Ottawa and make his representations 
verbally, would you be better informed than you are by the declaration I am 
making to you now? If strong representations had been made by him and the 
officers of the railway and certain delay has marked action in that matter it is 
not due to Mr. Vaughan. J am always afraid that, by producing letters or 
- documents, even if they are not of great importance, which have been marked 
- “personal” by the sender and letting them be divulged and make public, it 
- might not be an advantage to the officers of the government; because if those 
letters which are received marked personal and confidential are going to be 
_ published and if we are going to establish a rule that they are liable to be 
published, a lot of people are going to come to Ottawa rather than write, and 
they will want to make their representations verbally instead of writing the 
word “confidential” on their letters. We admit that there are limitations. Before 
I express my views, there may be limitations and I will admit those limitations; 
but as a general rule I do not very much like to accept that interpretation with 
regard to a personal letter,—even if there is practically nothing in it,—that we 
should refuse to recognize the principle that the sender has a right to mark that 
letter personal and has a right to have it kept personal. Even the person who 
receives the letter may be interested because the release would come from the 
person who receives the letter and answers it, because an answer has gone with 
that letter. Personally, I would not like that practice. Mr. Chairman, you 
will pardon me for expressing my view; it was not a positive refusal; I do not 
want to take that stand before the committee. 

The Cuamman: The position of the chair is this: the Chairman finds him- 
self in a rather difficult position because what he has to ascertain is whether 
these letters are going to be produced or not, and if they are not going to be 

produced we should go on with something else. 

Mr. Nicuouison: With regard to the discussion which has taken place for 
the last half hour regarding the production of papers I would suggest that we 
hear the cabinet ministers and then we can discuss this matter later. 
| The Cuarrman: Yes, I wish to tell the committee that we have brought 
~ Mr. Symington here this morning. 
| Mr. Povtior: Is it not according to the minister’s knowledge that very often 

letters are marked personal just to have them brought to the personal attention 

- of the minister? 
_' . Hon. Mr. Carvin: Yes. 
: , Mr. Pouttor: And those letters are not personal at all? 
4 Hon. Mr. Carvin: Yes, that is absolutely correct; but when they are marked 

-Dersonal and confidential”, as all that correspondence is marked as far as I can 
remember, I do not feel free to divulge it, although I may later on if the com- 
mittee insists. I will go through that correspondence at the request of members 
of the committee. I shall be only too glad to do that. 
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The CuarrMan: Gentlemen, there is a motion before the chair, moved by 
Mr. Nicholson. First I shall state the motion and you can go on talking to the 
motion. The motion is that the committee proceed to other business and that-this 
matter be allowed to stand. 

Mr. Lockuart: Is that motion not open to discussion? 

The CHarRMAN: Yes. 

Mr. LocxHart: We have had this matter come before this committee in 
past years. Matters were raised in connection with Trans-Canada Airways and 
it was considered not to be in the public interest to divulge those matters; still 
it was considered that those matters were of interest to this committee and that 
the committee had a perfect right to have that information. The information 
was divulged to the committee. The room was cleared and only members of 
the committee were present, and we got along very amicably and without 
difficulty. It seems to me that we are possibly straining at a gnat and swallowing 
a camel in trying to adhere to technicalities too closely. I think the committee 
can get the information concerning the major portion of what we are asking for, 
but I do not see why we should be going on with this discussion indefinitely. I 
recall that these matters have come up before and we have been able to get over 
the difficulties by giving certain information which satisfied the members of the 
committee but which was kept off the record. 3 


Mr. Maypanxk: The ministers have come here to make statements with 
reference to the manner in which their departments work vis a vis these two 
railways, and it seems to me that those statements ought to be made in the light 
of the representations made by the Canadian National Railways. Those state- 
ments cannot be as complete as we should like to have them until we have these 
other representations before us. I have no objections whatsoever to the 
correspondence being scanned now by Mr. Cardin or anybody else with a view 
to ascertaining whether there is anything in that correspondence—whether there 
are some sentences in that correspondence which it would not be in the public 
interest to disclose. However, that part of the motion which suggests asking 
the ministers now to make statements is wrong because we would be going at 
this thing piecemeal; the proper time to get a disclosure by the ministers with 
respect. to their departments vis a vis the railways is after we have these 
representations before us so that we will be able to relate the one to the other; 
and if time is necessary to look into this correspondence to see whether it ought 
to be produced or not, that is all right. Then when the decision thereupon is 
communicated to us, and when the documents are produced, as I feel sure they 
would then be, that would be the time for us to ask the ministers with reference 
to the working of their departments, and not now. 


Mr. Hazen: The resolution we were discussing previously asked that the 
correspondence exchanged between the various ministers and their departmental 
heads with the president of the railway be produced. 


Now Mr. Vaughan, it seems to me, cannot produce the letters that he wrote 
to the ministers and to the departmental heads. These letters are in the possession, 
of the ministers, and if they are produced they will have to be produced by the 
ministers. The only letters that Mr. Vaughan can produce are the letters that 
i received from the ministers. He has their letters and they have Mr. Vaughan’s 

etters. 

Mr. Maypank: He can produce the copies. 


Mr. Hazen: We might get over that this way, if the other resolution 
provided that the ministers be called and examined; at the time of the examination 
they could be asked if they received letters from Mr. Vaughan. They could 
then be asked what the letters contained. They could go through the letters 
aud the part they object to could be discussed and it could be decided 
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whether or not the information to which they object should be given to the 
committee. The letters are in the possession of the ministers and when they 
are called and examined they could put those letters in evidence or not, as they 
see fit, or they could give us evidence as to the parts of these letters that they 
should leave out, the parts which they consider are privileged. 

Mr. Gray: Quite apart from the motion in respect to correspondence, 
following out Mr. Nicholson’s motion, it seems to me if at this time we had a 
statement from the ministers, and it is understood they would deal similarly 
with the matter as Mr. Cardin has done here, following the representations that 
had been made by the heads of the Canadian National with respect to govern- 
ment business, how it has been dealt with by their departments, how they look 
upon it, etc., if that. was understood I would support Mr. Nicholson’s motion 
to get on. ; 

Mr. SHaw: Mr. Chairman, there is one matter that I should like to. have 
perfectly clear. The minister stated during the course of his remarks that the 
C.P.R. is independent. He used that term. I understand that we are discussing: 
the railroad owned and operated by the government. I should like to ask the 
minister what they are independent of and whom they are independent of. He 


. was speaking of the competitive aspect of the business as between the two 


railroads. 
The CuarrmMan: Are you speaking to the motion? 


Mr. Carvin: Probably my expression was not the proper one. I meant the 
privately-owned organization, the public-owned and government-owned organiza- 
tion. That was what I meant. 

The Cuairman: I think we should endeavour to get rid of the business 


_ before the chair. We have a motion before the chair and I think the remarks 


of the committee should be pertinent to that motion. The motion is that the 
matter of correspondence be allowed to lie for the time being and the committee’ 
proceed with other matters and the ministers be heard. That motion was moved 
by Mr. Nicholson and seconded by Dr. Donnelly. I am going to put the question 
and I am going to ask those in favour to stand. 

Mr. Mayzpanx: I should like to move an amendment to that, Mr. Chairman. 
‘I should desire to move an amendment, if I can have a seconder, deleting that 
last clause of the original motion that the ministers be now heard. My amend- 
ment would change the motion to this effect. That the matter of the production 
of these papers be allowed to stand. I, of course, apprehend that Mr. Nicholson 
means that it be allowed to stand in order that immediate decision be made. 

Mr. Suaw: It may be inquired into at a later time. 

Mr. Mayzank: The latter part I am moving should not be in. I see no use 
going ahead with the statement of the ministers until we have this correspondence. 

The Cuarrman: It is moved by Mr. Maybank that the last clause in the 
main motion be deleted. All those in favour of the amendment please signify. 


Mr. Nicuoxson: Is there a seconder? 

Mr. Pouttiot: I second it. 

The CHarrmMan: The amendment has been moved and seconded. 
Amendment lost. 

The Cuatrman: Those in favour of the original motion please signify. 
Mr. Lockuart: Read the motion. 

The clerk reads the motion. 


Mr. Maypanx: Before that is put I would ask this question by way of 
clarification. I take it that it is implicit in the motion that a decision relative to 
the production of these papers will be given to us by Mr. Cardin or the 
appropriate ministers very soon. It is implicit in that, is it not? 
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The CuairMAN: Well, the matter of the production of papers 1s to lie on 
the table for the time being, while we hear the ministers of the government. That 
is my conception of the motion. , 

Mr. Hazen: That means we cannot ask the ministers anything about the 
letters they received. : 

The CrarrMan: I think you can ask them anything you like. 


Motion carried. 

Mr. Mavpank: Mr. Chairman, I should like to draw your attention to the 
fact the motion obtained a unanimous vote, at least. 

The CHAIRMAN: Committees have a powerful faculty for killing time and 
wasting it. } 

Mr. Gray: Who is first, Mr. Chairman? 

Hon. Mr. Carvin: I do not know that I can add very much to what I have 
said adready. I have’ stated that the recommendation of the committee has 
been placed before council and discussed. No final decision as a matter of 
policy has been arrived at due to the peculiar circumstances. I suppose as far as 
the Department of Transport is concerned it was expected that we would act 
more quickly than the others and probably take a greater chance. The informa- 
tion that has been passed to me is that in the contracts entered, into by the 
Department of Transport it has been stated to the contractor, as far as possible 
—yates being equal—to route all materials and men over the Canadian National. 
As a matter of fact and as a result of the action the amount that has been paid to 
the C.N.R. is $304,000 and the Canadian Pacific $205,094, amounting to a division 
of 65 to 35 in favour of the Canadian National. Of course we do not transact 
very much business in the Department ‘of Transport. But in so far as 
sustaining the C.N.R. is concerned that is a fair indication of the trend of the 
business of the Transport department. That is a concrete fact, and the result of 
the attitude which has been taken following the recommendations of the com- 
mittee of last year. 

The general impression with regard to the amount of business of the 
Department of Transport and myself, as it may be explained probably by other 
ministers who are responsible for the moving of a larger amount of traffic than 
the Department of Transport moves, is that there are many, many factors that 
could be taken into account when dealing with a matter of that kind. I can 
only state as Minister of Transport the government has not as such taken any 
definite stand and given to any department any direction as to the movement 
of the traffic for which they were responsible. 

I understand that a certain number of years ago a statement was made that 
the business should be divided 50-50. I am not sure that rule has been followed 
exactly when you take all the factors into consideration. But once again I 
want to repeat, if it is the wish of the committee I am ready to make representa- 
tion to council to’ consider when circumstances permit the wiping out of any 
statement or any direction that has been given as to the division of traffic 50-50 
as between the two railroads, and leave the two railroads to fight their own 
battle with the different departments of the government. I guess that is as far 
as I can go. My department is not very much concerned about the great bulk 
of the traffic as we have not very much to move. That is the action we have 
taken in the Department of Transport. | 

The Cuamman: Mr. Howe, will you say a few words to the committee? 
I think what the committee is after is a general outline of the considerations that 
obtain in the matter of the movement of traffic over the two railroads. \ 

Hon. Mr. Howe: I may say before the inception of the Department of 
Munitions and Supply I discussed the relations of the railways with both 
presidents. I gave it to them as my view that traffic should be allowed to move 
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in a natural way. I said where we were establishing new plants, new industries, 
we would place them on both railways if no additional expense was involved. 


- Obviously it is an advantage to industry to be on both railways. If that was not ° 


convenient to the department we would put them on whichever railway was 
convenient or other circumstances dictated and that the business would naturally 
move over the railway on which the plant was placed. Both railways expressed 
themselves as satisfied with that, and as far as we are concerned we did not 
attempt in any way to dictate the movement of traffic. The solicitors of both 
railways have been free to do their work with whoever was operating the various 
plants. Personally I have had no objection. I do not recall that letter Mr. 
Vaughan wrote me. I think I got a letter from him, or perhaps two. My own 
special reference to the Department of Transport or as far as we are concerned 
was there is no hard and fast division. The business moves the most convenient 
way at the time for each particular shipment. 

Mr. Gray: If there are limitations in some of the departments you are quite 
satisfied there is none in the Department of Munitions and Supply? 

Hon: Mr. Howe: No. 

Mr. DonneLty: May I ask one question because of what has been said? 
Goods going from a competitive point to a competitive point, the route is decided 
by whom? Who decides which railroad it is to go over? 

Hon. Mr. Howe: The traffic officer of the department. As far as I am 
concerned, I presume it is natural in a case like that, as you can readily assume, 
to divide more or less 50-50 between competitive points. The traffic officer 
decides that to keep himself out of trouble, and by doing that the‘division of the 
business naturally divides itself in the larger proportion to the railway having 
the most mileage and the greater number of non-competitive points. That is 
inevitable, I think. I would guess that our traffic divides itself in this way. I 
was talking with our traffic officer, and as near as he could calculate, traffic 
seems to divide itself roughly 60-40, 60 for the C.N. and 40 for the C.P. That 
very naturally comes from the fact that the C.N. has more mileage than the 
C.P.R. and territories that are exclusive. 

Mr. Donneuty: It has been checked up? 

Hon. Mr. Howe: I asked for a check on Saturday when I got the advice 
that this committee was interesting itself in this; and while time has not 
permitted an accurate check, that is the view of the traffic officer as to about 


the way in which the business divides itself. : 


Mr. Sanperson: Mr. Chairman, did I hear the minister aright to say 60 
per cent to the C.N.R. and 40 per cent to the C.P.R.? 

Hon. Mr. Howe: Roughly I should think, yes. I could not say about 70 
or 72 per cent. I would guess traffic moves in about that relation. 

Mr. Donnetuy: That is the whole business? 

Hon. Mr. Hows: The whole business of the department. 

Mr. DonneELLY: Can you give us. definitely from competitive point to 


competitive point as to how it is supplied? 


Hon. Mr. Howe: The railway might. I do not think we could. 

Mr. Donnetuy: I think that is important. 

Hon. Mr. Howe: There has to be an exhaustive breakdown. 

Mr. Donnetiy: I agree that where it is from a competitive point to a 
non-competitive point, there is no question at all; it has to go by the road 
which is carrying it. But where it is going from competitive point to com- 
petitive point, that is what the committee is interested in entirely. 

Hon. Mr. Hower: Neither railroad has objected to the manner in which 
that business is divided. I think we can assume that over-all business is divided 
pretty well between the two systems in relation to their mileage. 
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Mr. Hanson: Mr. Chairman, the minister says that he is having this 
looked into. I wonder when he gets that if he would file the information. 

Hon. Mr. Howe: Frankly, I do not know that we have enough records to 
do it. It is very hard. We have to check each individual shipment and decide 
whether it is competitive or non- eee and total them up. It runs into, 
I suppose, a great many million dollars; possibly over one hundred million 
dollars. It might be a very serious job to hindertane? The railroad would be 
in a better position to do it than we would. . 

Mr. Hanson: I do not mean to get it absolutely exactly. If we got rough 
figures, it would give us something to go on. 

Hon. Mr. Howr: My impression is that it divides itself about in that way. 

Mr. NicHotson: Take shipments from Winnipeg to Montreal for a year. 
Would there be too much work in connection with that? 


Hon. Mr. Hower: Where they are coming from two or three plants, probably 
we could. But all shipments—there again it would be quite a job. I will see 
what can be done. I will ask our traffic men to track it down as well as they 
can, on that particular movement from Winnipeg to Montreal and see what we 
can do about it. 

Mr. Pouuiot: What company has the shortest route from Montreal to 
Halifax? 


Hon. Mr. Howe: Montreal to Halifax mileage? 
Mr. Pounior: Is it the C.N..or the C.P.? : 


Hon. Mr. Howe: I think probably the shortest mileage would be a nombine 
ation of the C.P.R. and C.N.R. 

Mr. Poutior: There is not a great difference? 

Hon. Mr. Howe: Not a ercat difference, no. The rate is the same. The 
movement is about the same “and we would not pay much attention to the 
mileage. We would not be interested in that. 


Mr. Pouuior: But there is a slight difference in the mileage? 

Hon. Mr. Hows: Yes. I really do not know the answer to that. I would 
guess that the line across Maine is probably shorter. 

Mr. Mayspanxk: You would guess which? 

Hon. Mr. Howe: The line across Maine. 


Mr. Sanperson: Mr. Chairman, when the committee met last year there 
were some figures given to the committee, I think, by Mr. Armstrong. It was 
in the report of last year as to government business with the two railroads. 
No figures have been given yet this year; at least we have not come to them. 
Have you got those figures for this year? 

Mr. Armstronc: No, sir. Those figures were filed as a return in the House 
of Commons. They were not supplied by the railway. They were supplied by 
the department. We merely took from the return that was filed in the House 
of Commons. 

The CuairMan: A little louder, Mr. Armstrong, please. 


Mr. Armstrona: I say we merely took the figures from the return which 
was filed in the House of Commons. 


Hon. Mr. Howe: If I may be allowed to make a further statement, I 
should like to say that I think things are much too serious now to worry greatly 
about the competitive position in anything, As a matter of fact, both railways 
are practically hauling everything that the capacity of the line will permit them 
to haul. Why we should worry, when we are running a war, as to whether one 
railway gets a few dollars more than the other railway, I cannot see. [I do not 
think, in my job as Minister of Munitions and Supply, that I would care to 
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worry very much about that. I know in dealing with private firms we do not 
worry very much as to whether one firm is getting more business than another 
firm. The thing we worry about is whether in the total we can get the maxi- 
mum amount of production from both. I think it is the duty of the railroads in 
this country to give service and make that service attractive to shippers, and 
get business accordingly. I cannot imagine in times like these that it is the duty 
of the government to set up arbitrary divisions. 


Mr. Mayspanx: [ Just want to say a word in answer to that. I would not 
like to let it go unanswered. It is not a question of dollars and cents solely. 
It is a question of men being unemployed. 


Hon. Mr. Howe: What men? 


Mr. Maypank: Well, as a matter of fact there are railroaders desiring to 
present information on that, according to the information so far before us. The 
feeling is that the Canadian National Railways has unemployment and the other 
railroad is crying out for men. That is one answer to what has been said. It 
is not just a question of dollars and cents for the moment. 


Hon. Mr. Howe: As a matter of fact, gentlemen, there is no unemploy- 


_ ment in this country. If you can show me a thousand men unemployed to-day, 


I can tell you exactly where they can be employed, at very excellent wages. 
This country is short of employment from end to end. 


Mr. Maypank: All right. 


Mr. SuHaw: Mr. Chairman, I should like to ask Mr. Howe if his statement 
applies to unskilled as well as skilled men. 


Hon. Mr. Howe: Both. 

Mr. SHaw: ‘That seems contrary to a recent radio broadcast that said— 
and I believe it is a censored broadcast—that unemployment in this country had 
increased by 5 per cent since January. 

Mr. Donnetty: Who said that? 


Mr. SHaw: It came over CFBN in Calgary in a news broadcast about 
three weeks ago, and if that is correct, I would not say that your figures with 
regard to unemployment would stand up. 

Hon. Mr. Hown: If you can deliver me.a thousand men at Ottawa, I will 
be very pleased to use them at Sudbury to-day. If you deliver me five thousand, 
I can use them at Arvida. 

Mr. SHaw: You will take skilled men, but you will not take unskilled 
men, will you. . 

Hon. Mr. Howe: I will take labourers, men that can use a pick and shovel. 

Mr. SHaw: I am extremely glad to hear that, Mr. Chairman. 

Mr. CHairMAN: Gentlemen, order. Mr. Vaughan would like to make a 
statement which he thinks would clarify matters and shorten the debate. 

Mr. VaucHan: I will stand up, gentlemen, so that you can hear me. I 
thought perhaps a statement from me might clarify the situation in respect to 
the position of the Canadian National Railways. Figures that may be brought 
here, 1t seems to me, would not be of very much significance, because they 


would include all the competitive and non-competitive business of the depart- 


ments. Of course we, being so much larger than the C.P.R., have much more 
non-competitive territory. All that territory would belong to us exclusively. 
The C.P.R. non-competitive territory would belong to them exclusively. All 
we are asking for is that the field be left open, and that where there are any 
instructions in effect to-day that the C.P.R. is to get 50 per cent of the business, 
that they be lifted and the field left free to both railways. 


Mr. Poutior: Mr. Chairman, if you will permit me, I should like to say 
one word. Mr. Howe said, “What is the difference of a few dollars in times like 
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these?” Well, the difference between one-third and one-half is much more 
than a few dollars, and it must be kept in sight. There are thousands of men 
who could be employed by using the difference between one-third and one-half 
of the business. ! 

The CHarrman: I presume the committee wishes to proceed with hearing 
the ministers. I will ask Mr. Mulock to proceed. 


Hon. Mr. Muxiockx: Would you mind allowing Colonel Ralston to go first? 
He would like to get away. 

The CuarrMAN: Very well. | 

Hon. Mr. Ratston: Gentlemen, this matter only came to my attention on 
Saturday. Mr. Vaughan brought it to my attention in September last year. 
At that time he left with me a memorandum which I have no objection to 
producing, setting out his grounds for the consideration of the department in 
connection with the placing of freight. I knew nothing-at that time—I do not 
think I had ever made inquiries—as to whether there was, any arbitrary 
division of freight or not. I did make inquiries then and I ascertained that 
there was a working principle in the department away back in 1933 which 
was on the general basis of 50-50 between the two railways; but on that point 
I was going to say more honoured in the breach than in the observance, but that 
is not so. But that had been construed, if it was acted on at all, as meaning 
perhaps 50-50 in competitive territory; and the C.N., as it had more non- 
competitive territory, had extra business. As a matter of fact, I ascertained 
from our officers that this so-called rule has not had very much effect. I am 
speaking particularly of personnel—that is to say passenger business. I 
think what they do is to bring the two railways in when they have a movement 
and make distribution between them. I do not know whether the railways 
are ever satisfied, being competitors, but at least my officers tell me when they 
go out they do not seem to be dissatisfied about the allotment which has been 
made. I had the thing gone through and I am bound to say I cannot speak on 
any basis of a close caleulation—TI had the financial superintendent do what 
he could in connection with it, and I think I am stating it approximately 
accurately when I say that the amount of money which has been paid to the 
two railways or the amount of money on which the two railways have gotten 
the benefit—perhaps I should say, was divided in something along the line of 
60-40; that is, 60 for the C.N. and 40 for the C. P. You will understand that 
you have got to get the figures showing the total amount paid to the C.N.R. 
and the total amount paid to the C.P.R. That does not mean: that those 
railways get the benefit of that, because in either case, if you have traffic 
originating on the other road, there is a certain amount to be paid for the last 
half of the haul to the other railway. We know nothing about that whatever. 
The only way you could get that information would be from the railways them- 
selves. Similarly, with traffic originating, for instance on the Canadian National 
Railway—at least, passenger trafic—from any particular point and proceeding 
by steamship going C.P.. the whole amount might be paid to the C.N. and the 
C.N. would have to pay the C.P. for the steamship rate. So it is a very difficult 
thing. So they advised me to get a breakdown which will give you what you 
really want if you feel that there must be some sort of meticulous division 
between these railroads. It is very difficult to get figures which will tell you 
exactly what was the position, and I am only giving you roughly what my 
officers give me, namely that they think the result is about 60-40. That is to 
say, the actual effect of the payment is in the ratio of 60-40. I just want to say 
that the only possible matter of discussion between the two railways must be 
competitive business; that is to say, in so far as one railway has exclusive 
territory. there is nothing else to it. It has to get the business either way. 
The whole question is the matter of competitive business. I might state briefly, 


a Sas ae elias 


eee ee ae 


| 
4 
> 
; 
i 
; 
; 


RAILWAYS AND SHIPPING 137 


; like Mr. Cardin, that I have not discussed this in council at all. As I see it, 


I have not the slightest objection to taking off any implied principle that there 
may be of a 50-50 basis on competitive business, if that is thought the proper 
thing to do. But I should like to discuss it with my colleagues first. This is 
not any direction to my officials in the slightest, because I do not care what 
they do as long as they see this job is done efficiently and cheaply and we 


get the service as fast as possible and these goods moved, but I would anticipate 


that if I do not give instructions to the official to decide as to the division of the 
trafic or refuse to give any instructions, he finds his own solution for it; ' 
and where the service is equal, and where the distance is equal and the time 
is equal, I would imagine you would not find very much difference in what 
exists to-day, namely a division of 50-50, because that is the easy thing to do, 
under the compromise system. But I would be perfectly happy, knowing the 
officials, to give them discretion to do whatever they think best in connection 
with the awarding of the division of traffic, having only one principle in mind, 
and that is the principle of convenience of shipping, quality of service and cost. 

Mr. Gray: What were the instructions you mentioned earlier of a 50-50 
nature? Were they written instructions? 

Hon. Mr. Rarston: In 1983. 

Mr. Maypank: They are written. 

Mr. Gray: Originating from what source? 

Hon. Mr. Ratston: In 1938. 

Mr. Povuuror: They have not been amended since then? 

. Hon. Mr. Ratston: They have not been amended in the sense of actually 
changing the letter. 

Mr. DonneELLY: Was that just from competitive points? 

Hon. Mr. Ratston: I am giving you just what has been acted on. They have 
not been acted on, in this way; that is to say, they have not lumped together all 
the dollars by each railway. . 

The letter might have a bearing on it. The letter was sent out by the . 
Quartermaster-General under date of June 24, 1933. 


Mr. Gray: That would be to all— 

Hon. Mr. Ratston: District officers. 

Mr. DonneELLY: Does that apply only to freight, or to all railway work? 
Hon. Mr. Rautston: That applies to both personnel and freight. 


Mr. Gray: Can we take it, Mr. Minister, that as the matter stands now, 
you would be willing, so far as you are concerned personally, that any restrictions 
should be removed or withdrawn in so far as they apply to officers of your 


department? 


Hon. Mr. Rautsron: I would not remove them from the files, I would Just. 
suspend them. 


Mr. Hanson: That arrangement was made in 1933, that it should be on a 


50-50 basis. I remember that, because I happened to be a member of the 


committee at that time. Could you tell me if there was any consideration given 
to mileage, employees, and so on? 

| The CuarpmMan: He (Hon. Mr. Ralston) is making a statement, as you see. 
That was in 1933. 


Hon. Mr. Ratsron: Yes, in June of that year. As I was saying, it is left 
entirely to the discretion of the D.S.C. or the Quartermaster-General, as to 
what amount should be allotted to the different railways. I will undertake 
to see that before very long there will be a statement issued by the minister in 
this connection. 
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Mr. Maypanx: You were saying that you have a memorandum there from 
Mr. Vaughan; would you be willing to file that with the committee, would you 
have any objections to that? 

Hon. Mr. Rautston: This is headed: “Memorandum of Reasons for Travel- 
ling and Shipping Via C.N.R.” It would be quite all right so far as Mr. 
Vaughan stands; there are some notes at the top of it which were placed there 
for my information. I am sorry I have not a copy at the moment, but I will 
see that the committee is supplied with a copy for its use. 

Mr. Maysanx: I apprehend from what Mr. Vaughan said this morning 
that the nature of his representations, and the nature of all the representations 
of the Canadian National, were to the effect that they should be given a free 
hand, and that the 50 per cent rule be wiped out; am I right about that? Is 
that referred to in that memorandum? 

Hon. Mr. Rauston: No, Mr. Vaughan in this memorandum—I think you 
had better look at the memorandum. I think the memorandum itself indicates 
the proportion he thinks the C.N.R. ought to have. 

Mr. Poutior: Are we to have your memorandum? — 

Hon. Mr. Rauston: I did not have any memorandum. I did not write a 
letter about it at all. ; 

Mr. Maysank: Did you not make a verbal answer to it at the time? 

Hon. Mr. Rauston: No, I did not. I was satisfied that the 60-40 division 
was not far off from being fair. 

Mr. Donnetiy: Does the 60-40 division apply only to passengers and 
freight? 

Hon. Mr. Rauston: It applied to passengers, freight, telegraph and cable, 
and so on. 

Mr. Donnetuy: Could you break that down and tell us the division as 
between passenger and freight and so on? 

Hon. Mr. Rautston: No, I cannot. I stated at the outset that I did not 
get a specific statement with regard to it. The officer who made the compu- 
tations said that he thought that the division of traffic in non-competitive 
territory has been taken into account; and he ventured to say roughly that it 
was a 00/50 distribution. Where there is competition, the C.N.R. gets roughly 
60 per cent and the C.P.R. 40 per cent. 

Mr. SANDERSON: Would it be in order to have that letter read and put 
on the record? , 

Mr. Gray: He is going to file it. 

Mr. SANDERSON: Pardon? 

Mr. Gray: Mr. Ralston said that he would file that correspondence. 

Mr. Maypanx: That would become a part of the record, not just filed as 
an exhibit? 

The Cuarrman: I think it should become a part of the record. 

Mr. Maypank: It should be printed in the record. 

The Cuarrman: If the minister is prepared to let it be filed on the record 
it can go into the minutes. 

Hon. Mr. Rauston: This memorandum is not marked “personal”. 

Mr. Mayspank: I just wanted to get it read into the record so that we 
would not have to go someplace else to look at it. 

Mr. Donnextiy: Mr. Chairman, I move that it be printed in the record. 

The Cuairman: That is understood, that it is going into the record. , 

Mr. JAcKMAN: From listening to the minister I would gather that appar- 
ently the government controlled business is divided about 60/40—60 per cent 


RAILWAYS AND SHIPPING 139 


B to the.C.N.R. and 40 to the C.P.R. In last year’s minutes of proceedings at 
page 119, Mr. Fraser was on the stand and he said :— 


: But our best judgment is that the government-controlled business 
: is given in the ratio of 45 to 55. The Canadian National participates 
at a maximum of 55 per cent. 


And Mr. Vaughan has made representations to the various ministers in regard 
to this traffic. He must have had fairly accurate figures. Would he care to 
state to the committee what is in his records in that regard? 

Mr. Vaucuan: We have no such records, because the amount of money 
paid the competing railway would only be in the records of the Dominion 
Government. We would have no way of knowing the amount of business paid 
for by the government to the Canadian Pacific Railway. 

Mr. JAcKMAN: What leads you to your impression that the C.N.R. is not 
getting a fair division of the business? 

Mr. VauGcHan: From reports coming to us from our various traffic officials 
throughout the country from Vancouver to Halifax. There is certain business 
that is going away from us which we think we ought to get. But, as I said a 
little while ago, we are not asking for any favours. We are entitled to over 
65 per cent of the business of the country by reason of our larger mileage, and 
our greater non-competitive territory. There is no doubt about that. What 
we say is: lift the restrictions, and leave the field open. There is the impression 
in the minds of the officers of some of the departments of the government 
that they must see that the C.P.R. is protected to the extent of 50 per cent. 
Now, we do not ask for any protection; we say, lift this restriction and we 
will take our chance at getting the business we are entitled to. 

Mr. Jackman: Your experience would seem to indicate that officers in 
the departments are not obeying this direction from the government, in respect 
to your railway getting 60 per cent and the other 40 per cent. 

Mr. VaucHan: Yes; but very frequently when our officers interview 

_ officials of the various departments they say; now, we can only go so far, 
there is additional business that we would like to give you; but we are 
restricted by this order and we cannot go beyond it. 

Hon. Mr. Howe: Did that ever happen in connection with the Department — 
of Munitions and Supply? 

Mr. VaucHan: No, sir. 

Hon: Mr. Ratston: Can Mr. Vaughan tell me the name of any officer in 
the Department of National Defence who has ever said that to him? I may be 
sticking my neck out in asking that. 

Mr. VaucHan: I think Mr. Fraser can answer that. 

The CuarirMAN: Mr. Fraser will answer that. 

Mr. Fraser: It has been personally so reported, yes, Mr. Chairman; quite 
frequently so. , 

Hon. Mr. Rauston: Colonel Lawson is here; he will tell us. 

Mr. Pounior: What you don’t know, Mr. Vaughan, is that all the— 

Mr. DonNELLY: Just a moment; we have a witness before us at the 
moment. 

The Cuarrman: Are you through with the witness, gentlemen? 

Some Hon. Mrmpers: No. 

Mr. Maypank: Mr. Chairman— 

The Cuamman: Just a minute; there is a little mix-up here. There is 
a witness before the committee and I think someone wanted to ask him some 
questions. 
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Mr. Hanson: Yes, that is the traffic manager of the Department of ' 
National Defence. ; 


The CHAIRMAN: Yes, in connection with the Department of National 
Defence. 


Hon. Mr. Ratston: I asked Colonel Lawson and Mr. Fraser whether 
any such statement had been made to him by any official of the Department 
of National Defence at any time, and he said that it apparently had been 
reported. I wonder if Colonel Lawson has anything to say about such a 
statement ever having been made by him? 


Colonel Lawson: Mr. Chairman, I remember such reports reaching me. 
I am chiefly concerned with the transportation of personnel. You must 
understand that there are other branches in our department; namely, the 
Royal Canadian Ordnance Corps, who have their depots all over the country 
from coast to coast. But, as far as personnel are concerned, we make it a 
practice, as Colonel Ralston has said, to bring into our movement control 
office whenever there are any movements of troops contemplated the repre- 
sentatives of the railways and we arrange in an amicable way to divide the 
business as best we can, considering all the circumstances. - 

I spoke about this ‘matter to Colonel Ralston this morning and I made 
the unhappy remark that both railways went away satisfied. He said, you 
are a liar. What I really should have said was that they went away ap- 
parently . satisfied. But, as far as freight shipments are concerned, Mr. 
Chairman, I have had no incidents reported directly to me that shippers had 
been actually tied down to the yardstick of 50 per cent. 


Hon. Mr. Rauston: I just want to say one further word; and that is 
about this statement. I do want the committee to understand about this 
60/40 reference which has been handed to me, that it must be revised to make 
it properly applicable. Mr. Fraser has indicated that he thought the division 
of business was about 55/45. I am not in a position to contradict him; he 
may be right in feeling that way about it. We have only the record of the 
amount of money paid each railway. We have no record of the amount which 
passed from one railway to the other with respect to two- line traffic. We 
have to approximate that. 


Mr. Jackman: I did not, of course, question the statement of the 
Minister of National Defence (Hon. Mr. Ralston). I merely wanted to get 
the point of view of the railway officials themselves. And apparently Mr. 
Fraser had made this statement, that there is a very definite rule; but I 
would quote from what he said in the minutes. of last year, at page 129 of 
our proceedings :— 


You see, the two railways today solicit for government business 
just as they would for any other business. The government is a 
highly competitive organization from the railways’ point of view just 
the same as anybody else. They are just another customer to the two 
railways, unless you find here and there the view which does prevail 
in some departments that the business of the department should as a 
matter of policy be equally divided by percentage between the railways. 
You find that in some departments. 


I think Mr. Fraser should be very explicit in his remarks; and if he has 
this i impression, and it is well founded, he should give the committee whatever 
value there is in it. 

The CuAtmrMan: Mr. Jackman, may I suggest that at the present time 
the committeee is examining Colonel Ralston. I do not know whether we 
are through with him or not. We have called in one or two incidental wit- 
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nesses at the request of the members. Now, do you wish to call Mr. Fraser? 
If we are through with Colonel Ralston we will be very glad to have him 
take the stand. But, let us get on in as orderly a way as we can and get 
through. Now then, are you through with Colonel Ralston; may I ask the 
~ committee? 

Mr. Povtior: I have just one question or two. — 

The CuarrmMan: All right. 

Mr. Poutsor: Colonel Ralston, do you consider the railway firemen, or 
brakemen, or employee as being engaged on a war job? 

Hon. Mr. Rauston: . What is that? 

Mr. Pouuiot: Do you consider railway work in the nature of firemen 
brakemen, and men of that kind, as being engaged on war work? 

Hon. Mr. Ratston: Anything that has to do with the carrying on of the 
war is war work. I do not consider it is in the same class as a man working in 
the services. 

Mr. Pounior: No; but do you not think it is important that men who carry 
on that work should be healthy? 

Hon. Mr. Rauston: What? 

Mr. Pouuior: Healthy. 

q Hon. Mr. Ratston: Healthy? 

Mr: Povurior: Yes. 

Hon. Mr. Ratston: I would say so. 

Mr. Poutror: And is it the policy of your department to call to the colours 
men who are brakemen and firemen and who have done part of their training? 

The CuairMan: I think those questions are outside of the matter which is 
now before this committee. 

Mr. Pousor: Well, Mr. Chairman, the witness was called but he did not 

- have a subpoena duces tecum, meaning he was not called for a specific purpose. 
As he is the witness now I have asked him something pertaining to his depart- 
ment and the C.N.R. | 

The CHarrman: What we are discussing really now— 

Mr. Povuutor: I am discussing— 

The CuairmMan: What we are discussing now is the proportion of government 
business that is allotted to the railways. 

Mr. Pounror: I am discussing the interference by the Department of 
National Defence with the proper management of the railways. 

The Cuaraman: If the hon. minister does not object to your question, all 
right, so long as we can get through with it; but you are following the wrong 
track now. 

Mr. Poutior: If you will allow me to put one more question—I do not wish 
to do anything that is not in accordance with the wishes of the chair—but I 
would ask the witness: don’t you think itis a handicap for the railways to have 
called back to complete their training men who have experience as firemen and 
brakemen? 

Hon. Mr. Rauston: That just depends on how many men we have employable 
for that work and what facilities we have for training them. There is provision 
in the National Resources Mobilization Act for completing or postponing the 
training of key men if they are shown to be essentially key men. That is not 
done by the Department of National Defence but by the Department of National 
War Services. 

« Mr. Poursor: I understand that such jobs cannot be filled by the patients of 
% the Lady Grey Hospital or the Lake Edward Sanatorium—they cannot become 
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brakemen or firemen—and you cannot expect men who are unfit for military 
service to be brakemen and firemen on a train, can you? 

Hon. Mr. Ratston: I would have to eae that with one railways; it is a 
railway question. 

Mr. SHaw: Mr. Chairman, I am not sure that the matter I wish to bring 
up is being brought up at the proper time,; but this matter relates to the movement 
of Japanese, and I am given to understand that some of these Japanese are 
working on the railway in some places, working at improving certain sections of 
the railway and in other cases they are being housed in railway cars. Now, that 
is only a report, and it may not be true. I should like to know just what part . 
of the business the C.N.R. secured with respect to the movement of the Japanese, 
and I should like to have a statement with regard to the other matters I brought 
In. 

Mr. VAUGHAN: We are not employing Japanese. We have been asked by the 
Department of Labour to house a number of Japanese in boarding cars pending 
the completion of facilities for them while they are doing road construction work 
adjacent to our lines. 

Mr. Suaw: I should like to say that I was not looking at the matter from a 
standpoint of hiring; but are they engaged anywhere, for instance at Jasper? 

Mr. VaucHan: No, sir. 

Mr. Maypank: I thine it is perfectly clear that we must ask Mr. Fraser for 
information, and we cannot get very far in the few minutes that remain before 
1 o’clock, and this seems to be the appropriate time to adjourn. 

The CuairMAN: Is the committee finished with Colonel Ralston, or do you 
wish to have him back again this afternoon? 

Mr. Maypanx: As far as I am concerned there is only the possibility that 
something might be said and it might be better if he were here, but I would not 
suggest that the minister be here unless his duties permit. 

The CHarrMAN: Very well, we will adjourn until 4 o’clock. 


The Committee adjourned to meet.at 4 o’clock p.m. 


AFTERNOON SESSION 


The committee resumed at 4 o’clock. 

The CHarmRMAN: Order. Gentlemen, we brought Mr. Symington here 
to-day at a good deal of inconvenience to himself. It is very desirable that 
he get away to-day if at all possible. If it is the wish of any member of this 
committee to interrogate Mr. Symington we will have him called now so as not 
to detain him. 

Mr. NicHotson: Mr. Maybank wished to ask him some questions. 

The CHatrRMAN: I had a word with Mr. Maybank and he said he was not. 
so particular about placing Mr. Symington on the stand. 

Mr. McCuutocu: Call Mr. Symington now. 

Mr. H. J. Symineron, recalled: 

The CHarrMAN: Had you a statement of any kind to make? 

Mr. Symineton: No. I met Mr. Maybank in the hall after adjournment, 
and I thought I was through. I had made some Washington appointments, and - 
had a talk with Mr. Mayhank. He said, “Well, that satisfies me, but fae eae 
else may want to ask you some questions. 4s 
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By Mr. Jackman: 
Q. Perhaps I might address one or two questions to Mr. Symington. I 
gathered from the evidence we took the other day that 80 per cent of the 
business which the T.C.A. did arose directly or indirectly out of war business — 


m A. Yes. 


Q. How do you expect that. the line will be able to carry on in the post- 
war period—I think that was touched on very, very briefly—when 80 per cent 
of what you might call the normal channels of business is disappearing; that 
is the war channels. How do you expect to be able to pick up anything like 
sufficient business to maintain the organization which you are building up? A. 
Well, of course, we are living in the age of prophecy; but my own judgment 
is that with the demonstration of the advantages of air travel, the education 
of the people to air travel, and with the fact that prior to this very heavy war 
load we were continually increasing and that to-day we are having to refuse, 
much to our regret, a great deal of civil business, we are not worrying about 


_ that. We may be wrong, but that is our view. The load was going even before 


~~ 
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the war acceleration, and in the early days of the war, when the percentage 
was not nearly so large, the business was growing very greatly. It was a matter 
of education. Now we started traffic organization that went out to educate the 
people to get traffic. The traffic organization to-day is purely a servicing organ- 
ization, trying to explain to people why we have to put them off planes and ask 
them to wait to see if we can get another one two or three days later, all that 
sort of thing. I think the natural growth of the new art in Canada, a country 
of great distances, will result in all we can do, and the planes, remember, will 
be very much improved after this war and indeed will ‘be very much cheaper 
because of the tremendous capacity both of aluminum and of the works that 
make the planes. 

Q. Where do you find your heaviest density of traffic; is it between Toronto 
and Ottawa, and Montreal and Ottawa?’—A. Well, as far as loading is concerned 
our density of loading is on the transcontinental lines themselves, but, of course, 
there are some short lines that run, for instances, from Montreal to Ottawa. 
People, generally speaking, I think, will come by train, unless it is a matter 
of getting there in a hurry and getting back. When you take the Windsor 
to Toronto to Ottawa route, these planes are very popular; these trips are very 
popular, and there is great difficulty in getting seats in the planes for a long 
time ahead. Now we are opening up the Newfoundland service. We have 85 
reservations already on the Newfoundland service. We have people reserving 
months ahead. The American army suggests they could perhaps use six seats 
in these planes. We are worrying what we are going to do about that, quite 
true. That is more particularly war traffic. 

Q. You would not expect any call for traffic between Newfoundland and 
Canada for a regular service?—-A. Yes, I would, sir, because—let me give an 
example. We have made tests on mail, and what takes us perhaps eleven hours 
by air has been taking eleven days. Take concerns like the Dominion Iron and 
Steel. They are thanking goodness—and they are a large concern—now they 
can fly to Newfoundland and back. The International Pulp and Paper concern 
want us to stop at Stephenville because they have six miles only to get from there 
to their international mills. All these people are firmly convinced that the 
route, apart from its ocean-going aspect, will support itself. That is their view. 
True, in the agreement we can stop any time we like after some months’ notice, 
but certainly there is one place where time beyond belief is saved by air because 
of the peculiar characteristics of the other methods of travel. 

QQ. You intend your traffic organization to be more than a service organiza- 
tion. What arrangements have you for selling tickets or for servicing passengers 
in the various cities? You make some arrangement with the C.N.R. ticket offices 


and you have your own offices established elsewhere—A. In the bigger cities we 
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have our own Offices as well. If a man telephones in for a reservation the General 
Reservation Officer is immediately communicated with. We make inquiries about 
their passports to see if they are right because they get in trouble if they are going 
to the States, if they are not right. We tell them the position of the plane, 
whether they have got a seat or a reservation on one, two, or three. We explain 
the ‘must ride” situation to them, and then we keep telephoning to them two or 
three times a day to make sure they want to go, to see if they have changed their 
mind or if they are still on the list, or by switching we can do something else 
to-morrow, and all that sort of thing. piace 

Q. Several times I have had people suggest to me that some of these offices 
are rather elaborate and perhaps costly to the T.C.A. 1 think you have one in 
Windsor and a new one recently opened in Montreal and one at Fifth avenue in 
New York. In Toronto, for instance, I think you just use the counter of the 
C.N.R. ticket office there to service—A, Quite right. 

@. Have you any breakdown of the expenses in connection with the office 
administration; that is, of the ticket office administration?—A. I think I can 
sive you that; but let me tell you that it is really, compared to the other lines, 
remarkably low. You talk about New York. We had an office in the railway 
there. We pay them certain rental, it is quite true; but the only rental we could 
have got very much cheaper would be in less advantageous premises. In Montreal 
we have no new offices. It was proposed to move from the office we are in there 
to the Dominion Building and I turned it down. I said no, not under these 
circumstances. Our offices at Montreal are too small and too crowded because 
the passengers have to collect there; their baggage has to be attended to, and 
they have to take a bus from these places. I would say, having considered the 
subject, that our traffic arrangements are nothing like what they will be when 
we are out for traffic. 

@. Have you a breakdown of the ticket offices cost? A. I would just have to 
look at that. 

Q. Perhaps I might ask you another question while you are looking for 
that. Would it be your opinion that no airway company could exist without a 
contract to carry mail for the government?—A. I would say without any doubt. 
I do not think there is any doubt about that, in Canada, particularly, a country 
of small population. As you see now with our large loading percentage, 52 per 
cent of our revenue comes from mail, 48 per cent amounts from other services. 
But the other services have been growing each year. As it grows down go the 
mail rates, but always remember the mail has priority and if there is too much 
mail we have got to keep a seat vacant because of the weight of the ship. 

Q. I suppose that from the standpoint of the T.C.A. alone, in looking at it as 
part of the national system or as part of the government you would prefer to 
have a firm contract and not one that simply reduces the air mail rates because 
the line as a whole happened to be doing better. Have you any suggestion to 
make as to what principles you would prefer to see incorporated in the contract — 
between the T.C.A. and the Post Office Department which would give this com- 
mittee, if you like, a fairer picture of the progress in years to come of the 
T.C.A.2?2—A. Well, you are getting down to the question of principle there, Mr. 
Jackman. The original’ contract was very wisely considered purely in the light 
of a national undertaking. The Canadian National Railways can never make 
any more money out of it than the interest of the money they have in it. 
From the standpoint of the railway that might not be satisfactory; from the 
national standpoint I think it is most desirable. I have no suggestions of change 
at the moment. J look upon this as a national undertaking, that is the reason 
why I am at the moment not making any suggestions to you. Experience might 
require some change in the future if the mail becomes too heavy so that we 
cannot carry passengers why naturally we will have to put on extra planes. 
You can see that when we are only getting 52 per cent of our revenue from the 
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mails we could not possibly do without creating a deficit which you would 
have to make up in that case. So long as we can keep passenger and other 
services growing with the mail it is ideal; but if the mail becomes proportionately 
heavier, with the earning capacity compared to expenses bringing deficits which 
we do not like as operators, because you have a deficit—we would sooner have it 
the other way, a surplus rather than a deficit, naturally. 

@. How many of the ticket officers are joined with the C.N.R. and how 
many are independent? Have you those figures here?—A. All, I think, are 
joined with the C.N.R. except in the larger cities. We have one in the C.N.R. 
hotel at Halifax; we have one at the hotel here in Ottawa, we have one in 
Montreal; we have one in the Royal York in Toronto and we have one in the 
hotel at Vancouver. 

@. You have not got the expenses there to file?7—A. I was not ready for it. 
I have a breakdown here, but I do not know whether it would give you exactly 
what you want: rent of traffic offices, for instance, $19,825; travelling expenses, 
expense of traffic, $53,342; agency commissions $21, 000 ; other traffic expenses 
$11,665. 1 wonder if that j is all inclusive, but that is the way it is broken down 
in this statement which I have in front of me. 

Q. If some railway or some other air line booked passengers over your line 
do they get a commission also?—-A. A commission of 24 per cent. 

Q. In the operating expenses again you have operation and maintenance 
$3,011,315. Would you tell me how much of that went to maintenance?— 
A. How much is maintenance? I was asked to put in the record, Mr. Jackman, 
statements, and I have done so, which give you, I think, the whole breakdown 
of the whole thing. 

Q. Can you tell me without too much trouble just what the total of the 
maintenance and depreciation accounts are or what percentage they equal of 
your operating expenses or will they be found in the record.—A. Yes. It is 
very long. At page 5 you will find (1) aircraft operation, maintenance and 
depreciation; (2) groundwork, operation, maintenance and depreciation; inci- 
dental services, operating expenses, traffic and general administration and general 
taxes. 

Q. You are filing that?—A. It has been filed, yes. 

The CuairMan: Do I understand that you wish to ask Mr. Symington 
some questions, Mr. Maybank? 

Mr. Mayspanxk: Mr. Chairman, I was the one who asked that Mr. Syming- 
ton be brought back here. Since he has come here, I have had some conversation 
with him which I understand he has already spoken about here to-day; and so 
far as I am personally concerned, my difficulties are resolved. 

The CuHarrMAN: Is there any other discussion? Does anyone else wish 
to interrogate Mr. Symington? 

Mr. Maypank: I think, furthermore, that if Mr. Symington had not been 


’ anxious to be a witness, I could have got it at least a little sooner, or checked 


that before he got here. I think he has been a lawyer so long that he wanted 
to be a witness. 
The CHarrMAN: I guess that is all, thank you, Mr. Symington. 
Gentlemen, we had just about reached the Post Office Department in the 
process of hearing the heads of departments this morning. Mr. Mulock is with 
us now and I presume it is the wish of the committee that we hear him without 


any further delay. 


Hon. Mr. Mutocx: Mr. Chairman, first of all I should like to state that 
there is no 50-50 basis so far as the post office is concerned with regard to the 


division of work or business between the railways. As far as the department 


is concerned, it has got to utilize the services of the company which is best able 
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to give service to the public. I might as well start in and give you the per- 
centages. I have some figures here which should show you that over a period of 
years the Canadian National Railways is gradually lessening the difference 
between what they have been receiving and the C.P.R. In 1941 the Canadian 
National Railways business with regard to the Post Office Department amounted 
to $3,194,375, representing only 46-91 per cent; the Canadian Pacific received 
$3,615,577, 53-09 per cent. I might say that during the years 1931 to 1934, 


when we had the depression, the Canadian National Railways cut their services » 


to a point where they gave up mail traffic amounting to about $600,000 a year. 
During the same period the Canadian Pacific lost mail traffic amounting to 
about $342,000. I will give you the differences, if you would like to have them, 
since 1935. The Canadian Pacific received $652,000 more in 1934-35; in 1935-36 
they received $668,000 more; in 1936-37, $655,000 more than the C.N.; in 
1937-38, $620,500 more; in 1938-39 $581,000 more; in 1939-40, $558,000 more; 
in 1940-41, $545,000 more; in 1941-42, $430,000 more. So that you can see 
that it is gradually coming down. I might say that in the last year the Canadian 
National Railways received—that is, 1941-42—$202,418 more business than the 
year before. The C.P.R. received $87,811 more. Thus the Canadian National 


Railways are gradually getting a bigger percentage of the business. The differ- 


ence here in this year and last year, a gain to the C.N.R., is over $114,000 as 
compared with the C.P.R. One of the chief reasons for this is due to the fact 
that there are two trans-continental trains run by the C.P.R. and one by the 
Canadian National Railways. We are working out and have been working out 
certain problems with the Canadian National Railways and their officials and 
I think on the whole they think they are making progress. I do not know 
whether Mr. Fraser or the President of the C.N.R. will agree with me, but he 
will admit, I think, that they are getting more business. 


The CuarrMan: Both roads participate in main line business? 


Hon. Mr. Mutocx: Oh, yes. One of the large paying propositions is the 
railway postal car—railway post offices or R.P.O. On account of the equipment 
shortage at the present time, I do not think the C.N.R. are in a position to 
provide more of that service. Then. the question comes down more or less to 
a great extent to the question of the overflow mail. That is a question which 
is being dealt with and has been dealt with, and, as a matter of fact, I think 
the officials of the C.N.R. are in touch with officials of the post office department 
at the present time. That is the general picture here. If there are any ques- 
tions that I can answer, I should be only too glad to do so. 


The CHarrMAN: You have nothing else to offer but mail? 
Hon. Mr. Muutock: No. 


Mr. Nicuouson: Mr. Chairman, my understanding is that, according to- 


the report we had last year, the C.N. mileage was 21,790 as compared with 
the C.P. mileage of 16,829; the C.N. employees numbered 75,000 as compared 
with C.P. employees of 53,000. The officials gave us figures last year in con- 
nection with difficulties in introducing the post office cars. I see we have 
the president of the C.N. here. Is it right that the C.N. would have difficulty 
in supplying those railway post office cars on the main line? - 
Mr. Vaucuan: We have no surplus of railway post office cars at the present 
time. I think Mr. Fraser could probably speak better about the overflow mail. 
The CuatrMAN: All right, Mr. Fraser. 


Mr. Fraser: Mr. Chairman, we have certain things we are taking up with 
the Post Office Department now with respect to overflow mail. We are making 
six suggestions to them. I am hopeful that they will adopt them all. I can read 
them into the record if any useful purpose would be served, but I do not 
anticipate difficulty with the Post Office Department with respect to this. 
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The CuatrMan: Perhaps I had better ascertain from the committee if they 
are through with Mr. Mulock. 

Mr. Fraser: I am sorry. I thought they were through. 

Mr. Jackman: Mr. Chairman, do you intend to allow us to ask questions 
in regard to the air mail contracts and other relevant matters now or should 
we defer that until later? 

The CuatrMan: I think you had better go ahead now. 

Hon. Mr. Munocx: I should like to get the officials over here beside me. 

The Cuatrman: Now we are interrogating the Post Office Department, we 
might as well go ahead. 

Hon. Mr. Muuocx: Yes. 

The CuairMan: All right, Mr. Jackman. 

Mr. Jackman: I wonder if the Post Office Department would tell the com- 
mittee how much it has spent on advertising for the purpose of developing air 
mail, particularly sending out the handsome little letters with four or five 
colours on them advocating the use of air mail. 

Hon. Mr. Murocx: I think I have my estimates here. I cannot tell you 
whether I have that exact breakdown for that particular item. I did not know 
we were going into air mail, but I guess I can find them. The total amount for 
all advertising under the air line mail service was $30,000. 

Mr. JAcKMAN: For last year? 

Hon. Mr. Mutock: Yes, for the last year. For the next year it is $20,000. I 
would like to make it clear. I do not want you to get the idea that all of that 
$30,000 was expended for those folders that you were referring to. I should like 
to have that corrected right now. 

Mr. JACKMAN: That was the amount that the Post Office Department 
spent for advertising its air mail service. 

Hon. Mr. Muuocx: Yes. 

Mr. JackMAN: I do not suppose the Post Office Department has any way of 
telling what proportion of air mail is connected with war business and how 
much just ordinary personal correspondence? 

Hon. Mr. Muzocx: I cannot break it down, no. 

Mr. JAcKMAN: Could you give any figures as to whether or not air mail 


_- was profitable to the Post Office Department last year? 


Hon. Mr. Mvnocx: I will give it to you from July last, month by month, if 
that would be satisfactory. 

Mr. JAcKMAN: That would be for about a ten months’ period, would it? 

Hon. Mr. Mutock: From August until the end of March. In July, 1941, 
129,705 pounds carried at a cost of $263,040. The estimated revenue to the 
department was $259,410 or a deficit for that month of $3,630. In August we 
carried, 131,111 at a cost of $250,617; an estimated revenue of $202,222 oF 
$256,878 or a deficit of $1,763 for the month of August. September, pounds 
carried, 131,111; at a cost of $250,617; an estimated revenue of $262,222: or 
surplus of $11,605. October, 133,092 pounds carried at a cost of $253,068; an 
estimated revenue of $266,184; or a surplus of $13,116. November, 125,448 
pounds carried at a cost of $236,766; an estimated revenue $200,896; a surplus 
of $14,130. December, 150,042 pounds carried at a cost of $237,202; an estimated 
revenue of $300,084, a surplus of $62,882. January, 1942, pounds carried 127,882 
at a cost of $249,085; an estimated revenue of $255,764, a surplus of $6,679. 


: February, 120,786 pounds carried at a cost of $226,058; an estimated revenue 


of $241,572, or a surplus of $15,514. March, 135,524 pounds carried at a cost 


of $253,682; an estimated revenue of $271,048, a surplus of $17,366. 
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Now, I have just given you these figures month by month, Mr. Jackman, 
to give you some idea. In 1938 the deficit was $347,789 to the post office. In 
1939 it was $500,207. In 1940 it was $978,289 of a deficit. In 1941 that had 
been reduced to $224,983. And if this business continues, I think, as you can 
see, we should be operating on a purely profitable basis: from now on, providing 
we can continue to get the increase in volume in air mail. 

Mr. Jackman: Is this only your T.C.A. business or all of it? 

Hon. Mr. Mvtocx: It is only the T.C.A. business. 

Mr. Jackman: How do you divide the 6 cents postage rate between air 
services and the land services? 

Hon. Mr. Mutock: Four and two. 

Mr. JACKMAN: Four cents for the air? 

Mr. Mvtocx: And two cents for the land. 

Mr. Nicuouson: I wish I could have some information—this is T.C.A. 
business only? 

Hon. Mr. Mutocx: T.C.A. entirely. 

Mr. Nicuotson: How about air mail on feeder lines; are they included? 

Hon. Mr. Muuocx: These are only the lines under the Canadian National. 


Mr. Nicuotson: I know, these are the T.C.A. figures; could you give us 
the other? 

Hon. Mr. Mutocx: This is Trans-Canada Air Lines only, our business with . 
the Trans-Canada. 

Mr. DoxnetLty: Do you make provision for mail service like the one 
between Regina and Moose Jaw? 

Hon. Mr. Mutocx: Yes. | 

Mr. Donnexiy: And you sign a contract with Prairie Airways, for example, 
to carry the mail? 

Hon. Mr. Munocx: But they are not operated in this. That has nothing to 
do with these figures. 

Mr. DonnetLy: I know, but I say, do you do that? 

Hon. Mr. Murocxk: Yes. 

Mr. Hazen: What rates are paid to private air lines for carrying mail? 

Hon. Mr. Mutocx: They all vary. There is a long list of them. 

The CuatrMAN: That is a post. office matter, one which should be dealt 
with on supply in the house. 

Mr. Hazen: The only thing I had in mind was that we were informed here 
by Mr. Howe, I think, that his department was paying the post office; or, 
the post office paid his department, 45 cents a mile for carrying their mail. 

Hon. Mr. Muxrocx: For the T.C.A. 

Mr. Hazen: I thought I might ask the minister what his department paid 
private lines for carrying the mail. 

Mr. Maypanx: That would take in a whole lot of country. 

Hon. Mr. Mutocx: You see, the rates are settled between the Minister of 
Munitions and Supply and the Postmaster General on the basis of last year’s 
operations. 

Mr. Hazen: Yes. 

Hon. Mr. Mutocx: In the case of these, of these individual companies, it is 
a matter of negotiation. Their rates in many cases are considerably less. 

Mr. Jackman: Does the Minister of Munitions and Supply officially sit 
in on the agreement between the post office and the T.C.A.? 
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Hon. Mr. Mutocx: That is settled by statute, and recommendation is made 
jointly by the two ministers as to the rate based on the Peau lis of the operations 
of Trans-Canada Air Lines for the year before. 

Mr. Jackman: I do not just see why you mention He Minister of Munitions 
and Supply. 

The CuatrRMAN: Under his present portfolio he retains his capacity as 
minister for the T.C.A.; he looks after the T.C.A. as well as his own department. 

Mr. Jackman: And it is still left with him? 

The CHAIRMAN: Yes, sure. 

Mr. Jackman: I thought he had transferred that to Mr. Cardin. 

Hon. Mr. Mutocxk: No, it has always been Mr. Howe. 

Mr. Hazen: If I am out of order I can ask it later on the post office 
estimates. What I would like to know is the rate paid to private lines; how 
many private lines there are, and the rates paid to them by the Post Office 
Department. 

Hon. Mr. Mutocx: Yes, they are paid by the Post Office Department 
where there are air mail contracts; but I do not imagine very many of them are 
being operated. 

Mr. Hazen: Are you prepared to say what the amounts paid to private 
lines are? 

The CuarrMAN: Is it not an established fact? I think we ought to make 
more headway. This is purely problematical hypothesis, and I believe we are 
here as far as possible to deal with facts. . 

Mr. NicHotson: The facts are that the C.N., according to the latest 
information, did 46 per cent of the business last year and the C.P.R. did 53 per 
cent of it. 

Hon. Mr. Mutocx: That is right. The year before that they had 45.63 
per cent and the C.P. had 54.37. 

Mr. Nicuouson: Yes. In view of the suggestion made in this committee 
last year that the department and the government should distribute the business 
on a,65 per cent basis—I think we had the suggestion made that 65 per cent 
of it should go to the C.N.—and they are only getting 46 per cent, they are 
not getting as large a share as they should have. 

Hon. Mr. Mutockx: Well, it is beginning. One of the difficulties is the 
two-a-day transcontinental service which the C.P.R. has; and a very large 
percentage of their revenue comes out of the Montreal-Toronto-Winnipeg runs. 
Also there is the R.P.O. I will give you the figures, if you would like to have 
them, on the question of the Railway Post Office. That is one of the profitable 
ends of the mail business so far as the railways are concerned, the R.P.O. 

Mr. NicHoutson: Is not the C.N. able to take advantage of that? Are 
they not getting new equipment? When are they going to get it? 

Hon. Mr. Munocx: I don’t suppose they know just at the moment. 

Mr. VAUGHAN: It is impossible at the present time to get passenger 
equipment. But, as Mr. Fraser intimated, negotiations are being conducted 
* actively with the Post Office Department which we think will give us a 
substantial increase in mail. I think Mr. Fraser is quite satisfied that the 
situation is progressing quite all right from our standpoint. Is that right, Mr. 
Fraser? 

Mr. Fraszr: Yes. 


Mr. SuHaw: I do not know whether I am right or not in concluding that 
the minister said that they are getting all the mail to transport at the present 
time that they have equipment to handle, or facilities for handling. 
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Hon. Mr. Muuocx: No, I did not. There are two ways. There is the 
R.P.O., and there is the overflow, the regular baggage-car mail which is on a 
regular basis. In all probability something can be done on a baggage-car basis, 
but the Canadian National at the present time are not able to provide more 
railway post office cars and naturally they cannot get much more of the 
business there. : 

Mr. Suaw: Yes. If they were able to would there be an automatic 
cuaranty of further business; would you conclude that that would be the case? 

Hon. Mr. Mutocx: You mean, if they had R.P.O. cars? 

_Mr. SuHaw: Yes, or baggage. 

Hon. Mr. Mvuocx: You cannot give automatic guarantees. These things 
are a matter of business; and in each case where they are worked out, one of 
the difficulties that they have to contend with over a period of years is the fact 
that the C.P.R. went through the southern part of the province back in 1904. 
With the northern lines, naturally the population follows the railway, and the 
large centers built up along that railway; whereas the development of the last 
line through the northern part of the province was not so great and they had 
not acquired the same volume of population there. Over a period of years I 
do not think there is any question about it but that the Canadian National in 
the ordinary course of events will get considerably more business from the Post 
Office Department as the communities along their line enlarge, considerably 
more than the Canadian Pacific will. | 

Mr. Suaw: Of course, I appreciate the fact that eventually the business 
will increase, but my point really was would there be more business at the 
present time providing we had the facilities for handling that business? 

Hon. Mr. Mutocx: There would be so far as the R.P.O. is concerned, yes. 
You take last year now, they were closer by $114,000 between the two railways; 
the C.N. was $114,000 better off in business than they were the year before. 

Mr. Emmerson: So far this discussion has all dealt with the business 
between Montreal and the west; what about the east, and mail originating in 
Halifax or Prince Edward Island, or we will say Moncton; how is that routed, 
is that carried C.N.R.? | 

Hon. Mr. Muztocx: Where? 


Mr. Emmerson: I said from the east to Montreal. How is it that some 
of the mail coming from Moncton would go to Saint John and be*transferred 
from there to Montreal and Ottawa? 

Hon. Mr. Mutocx: I will ask Mr. MacNabb, that is his special job. 

Mr. MacNass: That might depend upon the time of the year; or, it might | 
be a case where a train had just pulled out and there was another train leaving 
which was going by way of Saint John which would get that mail into Montreal 
and Ottawa much quicker were it held over for the next C.N. train over their 
main line. However, mails originating in the Maritimes are carried very largely 
over the Canadian National: and where their lines serve the district in the | 
Maritime Provinces and to that eastern district it is by far the largest. 

Mr. Emmerson: But by the time it arrives, only an hour’s difference, the 
newspapers would be ordinarily routed from Moncton to Saint John and trans- 
' ferred because the trains do not go there. 

Mr. MacNaps: The morning papers from Moncton for Montreal are going 
by Saint John. | 

Mr. Emmerson: The daily papers? 


Mr. MacNass: We give priority to daily papers as far as we can and give 
the same treatment as to letter mail. 
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Mr. Hanson: I would like to ask the minister a question. With regard to 
mail starting at Moncton, New Brunswick, and addressed to Prince Rupert, 
British Columbia, is it not a fact that it goes half-way across the country on the 
C.P.R. before it is handed over to the C.N.R.? 

Mr. MacNass: It would be handled over the Canadian National to Mont- 
real, from Montreal to Winnipeg by C.P.R., and from Winnipeg to destination 
by Canadian National. 

Mr. Hanson: For the same route from Moncton to Vancouver, is that 
handled the same way too? 

Mr. MacNags: We would route it that way because we would want to 
utilize the postal car service authorized on the Canadian Pacific. 

Mr. Hanson: Between Montreal and Winnipeg? 

‘Mr. MacNass: Yes. 

Mr. Hanson: Between Moncton and Vancouver it goes C.P.R. right through 
from Montreal to Vancouver. 

Mr. MacNass: Yes, the answer would be the same for Vancouver, only 
it would go from Moncton on the Canadian National, and then from Montreal 
to Vancouver by Canadian Pacific Railway. 

Mr. NicHoutson: I understand there are three trains operating east from 
Winnipeg each day. Are there railway post office cars on each of those three 
trains? 

Mr. MacNass: Yes. 

Mr. Nicuotson: And are there not any on the C.N.R.? 

Mr. MacNass: There are postal cars on two Canadian Pacific trains, 1-2 
and 3-4, and on the Canadian National 1-2 Capreol to Winnipeg. 

Mr. NicHotson: Not out of Winnipeg? 

Mr. MacNass: Yes, from Capreol to Winnipeg. 

Mr. JAckMAN: Is the contract between the post office and the railways easy 
to explain or is it a complicated affair? 

Mr. MacNass: The rates are kind of complicated. The agreement is 
covered by order in council. The rates are, of course, complicated. 

Mr. Jackman: Is it possible for the post office to break down the cost of 
delivering a-letter within a city at the 2-cent rate as against the 3-cent postal 
rate to another city? Can you divide your costs that accurately? 

Mr. Coonican: The Post Office Department is really supported by the 
handling of first-class mail. On a 3-cent rate there would be approximately one- 
third profit. 

Mr. Jackman: A cent profit on the 3-cent rate? 

Mr. Cootican: Yes. 

Mr. Hanson: I would like to ask the minister a question. Mail posted in 
Vancouver for Montreal cannct be posted on the C.N.R. train, and if you happen 
to miss a train you have to go over to the C.P.R. station and mail your letter; 
the C.N.R. doesn’t take any mail for the east from Vancouver? 

Mr. MacNass: That is right. There is a closed bag service with the mails 
made up in the Vancouver post office and placed in charge of the baggage man. 
There are no clerks on the train to handle a letter posted at the C.N.R. station at 
Vancouver. 

Mr. Hanson: That is how I understand it. It is inconvenient. You have to 
mail your letter to go to Halifax or Montreal, and if you go down to the C.N.R. 
station you cannot mail it either on the train or at the station, you have to go to 
the C.P.R. if you want it to go that day or within a reasonable time. It seems to 
me that that is an inconvenience in a large city like Vancouver when you are not 
able to have a mail service on the three transcontinental trains. 
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Mr. MacNass: The operation is purely a question of economy. 

The CuarMan: We are not interrogating the Post Office Department on 
general business; we are trying to ascertain the relative division of mail between 
the two railways. 

Mr. Hanson: That is what I am trying to explain, and I want to know why 
these things happen. 

Mr. MacNass: We use the Canadian National out of Vancouver, train 2, 
three days a week for connection with the Canadian National train out of Jasper 
for Prince Rupert. Mails are carried out of Vancouver on the days that will 
provide connection at Jasper with the train from Edmonton to Prince Rupert. 
The lgtter train operates three times a week and conveys a_ postal car from 
Edmonton to Prince Rupert. You must understand that train No. 2 operates on 
a fast schedule and stops at practically only divisional points. To provide for 
local service authorized on that train we are required to use accommodation trains 
between Jasper and Kamloops. 

Mr. Donnetty: May I ask the witness how mail travels from Canadian 
National points in western Canada to anyone here in Ottawa; is it all Canadian 
National or not? 

Mr, MacNass: It would depend. 


Mr. Donneuuy: It is picked up on Canadian National points in western 
Canada. 

Mr. MacNass: Take the Canadian National trains coming into Winnipeg 
in the morning, most of them ‘connect with the Canadian Pacific train, No. 2. 
That is a trans-Canada train with a postal car leaving Winnipeg in the morning. 
One of their trains carrying a postal car arrives in the afternoon and connects 
with Canadian National No. 2 with a postal car and Canadian Pacific No. 4. For 
instance, if the mail was for Toronto it would go on Canadian Pacific train 
No. 4, because in that train between Chapleau and Toronto we work the city 
mail, therefore there is a decided advantage and, of course, we have two 60-foot 
postal cars on the Canadian Pacific which are costly and we are utilizing them 
to the fullest extent. 


Mr. DonnELLy: Now with regard to mail put in the mail box in Ottawa for 
some point in western Canada on the Canadian National Railways, how does 
that travel—by what railway? 

Mr. MacNass: It will depend on the time. If you post it here this evening it 
would leave here on Canadian Pacific train No. 7 going to Winnipeg; there it 
would connect with the Canadian National line operating out of Winnipeg in the 
morning. Supposing it was not intended for a train going out in the morning, it 
would connect with the Canadian National train carrying postal facilities in’ the 
afternoon—No. 3 or trains 5-9, going out at night. 

Mr. Hanson: That means that the mail from Ottawa west travels C.P.R. 
as far as Winnipeg. 

Mr. MacNasps; That is right. 


The Cuarrman: Are there any further questions? I understood that the 
Department of Naval Affairs was to be represented here today by the Hon. Mr. 
ages and if the department is represented here we ought to hear from 
them. 


Mr. Jackman: I think probably the minister is busy in the house with naval 
affairs this afternoon. : 
Mr. Gray: I would suggest that before we go on with any of the reports that 


we hear from Mr, Fraser further in connection with traffic and in connection with 
the statements made here today. 


The Cuatrman: Very good. 


Se 
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Mr. Gray: Now that we have ascertained that for some time there has been 
an existing order that has been suspected by the railway officials and now as has 
been shown accepted with respect to the fifty-fifty division, I think Mr. Fraser 
should clarify to some extent his remarks of this morning with respect to how 
that affects his traffic department and anything else he might care to add. 

Mr. JACKMAN: Before the question is put, I do think there is a certain amount 
of innuendo in that statement, you stated that the rule was in existence. I 
gathered from the evidence given by the various ministers—Mr., Ralston and Mr. 
Howe, and I think Mr. Cardin too—that there was no such rule. 

Mr. Gray: Mr. Ralston read it. 

Mr. JAcKMAN: The 50 per cent rule? 

Mr. Gray: Yes, he read it. It is there and I want to have it clarified. 

Mr. Sanperson: It exists since 1930. 

The CHarRMAN: Yes, it is on the record. 

Mr. JackMAn: I thought his officer said that no such directions had been 
given in regard to this. 

Mr. Gray: That is why I want this explained. 

The CuarrMan: Mr. Fraser, would you make a statement, or do you 
want to be interrogated? 

Mr. Fraser: Mr. Chairman, I shave frequently said—I said this morn- 
ing—that in our day, to day business of soliciting traffic from government 
departments we have been frequently met with the statement that the officers 
to whom we were addressing our requests were unable to give us more than 
50 per cent of the business of the particular department concerned because 
of instructions that were said to be in effect dating back to 1933. Those 
instructions are said to have emanated from sources very much higher than 
the quartermaster general to whom reference was made this morning—but 
I am informed by my own officers that those instructions generally are in 
effect in most, if not all, departments. Now, I think there can be no question 
about the fact, because they have been repeated as late as July 22, 1940— 
I am reading now from an order that was issued by an officer having proper 
authority—the order reads as follows:— 


Division of traffic, R.C.A.F., which I take to be and is the Royal 
Canadian Air Force—Canadian National and Canadian Pacific 
railways. 

1. All units and individuals responsible for the transportation of 
equipment by rail are to ensure that the policy of the Dominion Govern- 
ment in regard to the allocation of freight to the Canadian National 
and Canadian Pacific railways is adhered to. As far as_ possible, 
traffic is to be divided equally between the two operating companies. 

2. Strict economy in shipments is at all times to be practised. In 
case of urgency, however, when speed is the overriding consideration, 
the company having this advantage is to be given the traffic. 


I think if the committee— 
Mr. Maypank: Just a moment, please. Is that the conclusion of the 


' quotation? 


Mr. Fraser: Yes, sir. 

Mr. Maypanx: You did not include the signature. 

Mr. Fraser: No, sir, I have not got it. It was an officer of the BN ee 
Mr. Maypanx: You do not know, however, whose signature that 1s? 


Mr. Fraser: I do not know, but I perhaps will be able to give you one 
with the name of the signer. 
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Mr. Maypank: All right. | 

Mr. Fraser: I am informed that on the 2nd of July —no, on the 15th 
of July, 1941, an order was issued signed by Air Commodore Thackaberry, 
the number of the order being G.H.Q. 32/2. I have not got a copy of the 
order here, but I am informed by officers of my own department who have 
seen it that for all practical purposes the instructions are the same as in the 
order I read previously;. that the business is to be divided equally between 
the two railways. You meet in other departments too, the same statement, 
and officers have made this statement to our Canadian National officers that 
they have been checked by the financial officers of various departments who 
have called their attention to the fact that the Canadian National is receiving 
more than 50 per cent of the business of the government and referring them 
to the fact that that was contrary to the well understood instructions. 

Now my understanding from the ministers this morning, or the Minister 
of Transport, was that he was making recommendation that if such imstruc- 
tions existed they be removed, which is quite satisfactory so far as | am 
concerned. I should like you to understand the position of the traffic officers 
of the Canadian National Railways. I go to an officer who has the power 
to give or withhold business from the Canadian National Railways; and I 
undertake to urge upon him service reasons and any other reasons that seemed 
eood to me why he should give more business to us than he was giving; and 
he meets me with the statement: “Unfortunately I cannot do that, because I 
am prevented from giving you more than 50 per cent of the business.” Now 
I should like very much if it is possible to have those instructions, if they 
be instructions, or understanding if it be an understanding, or a theory if it 
be a theory, removed. It is a definite limitation upon my ability to get 
more than 50 per cent of the business in so far as the officer concerned feels 
bound by it and not infrequently he does feel bound by it. 

In the case of the Department of National Defence, for example, these 
instructions no doubt came from a higher authority than the Quartermaster 
General. They were repeated by the Quartermaster General and I suggest 
to those of you who have been in the army that it is futile to tell a soldier 
in a camp by word of mouth that he must not carry that out. They are instruc- 
tions that have never been changed; and I would urge if possible that they 
be changed. I am not asking somebody to give me 60 per cent or 70 per cent 
or 80 per cent or 90 per cent of the business. We have been limited. I have 
my own views about that; but I say it is very difficult to get what I think is a 
fair proportion of the business when faced with definitely understood instructions 
that we cannot get more than a named amount. 

An undertaking of a minister in any department would not necessarily 
cure it. We have it in the Agricultural Department. We have it, I think, in 
all departments, and I am endeavouring as far as I can to make it clear what 
I meet and what my officers meet in the solicitation of business. We meet in 
some cases-a stone wall. 

I do not think I need suggest to you that it is not an answer to say that 
over a period of time, the Canadian National Railways receive more than 50 
per cent of the business. It would be almost impossible, other things being 
reasonably equal, to prevent us from getting 60 per cent or more than 50, 
because we serve a much larger portion of the country than that, and if every- 
thing is left strictly alone our proportion at the present time is bound to be 
larger than 50 per cent of the whole. 

Mr. Sanperson: May ‘I ask a question about the mileage in Canada of 
the two roads? What is the total mileage of the C.P.R. and the Canadian 
National Railways? — | 


So Dee 
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Mr. Fraser: It was recited, sir, in your own resolution last year when the 
mileage was given on the Canadian National Railways as 21,790 miles of road, 
and the Canadian Pacific 16,829 miles of road. 


Mr. VaucHaNn: That is only the mileage in Canada. 
Mr. Fraser: Correct. 


Now unfortunately in addition to the difficulties already outlined, there 
is an additional result that is a very serious one. I myself have had this 
experience. I have gone to a large industry and have made what I thought 
was a convincing case for an increase in the proportion of the business of that 
industry—and on more than one occasion the head of the industry has said 
tome: “Why do you say I should give you more than 50 per cent of my business 
when the Canadian government who owns your railway only give you 50 per 
cent?” It is a very serious thing. I find myself somewhat baffled in finding 
an answer to it. That same theory is all over Washington to-day. You meet 
it in the States; and I do urge as strongly as I can that if possible it be removed 
by an authoritative statement that it does not represent the present-day policy 
—if the instructions represent the present-day policy I have nothing further to 
say; but if not it certainly is there and I think it should be removed because 
it is a limitation upon the Canadian National Railways and is a very definite 
and serious one, in my judgment. 

Mr. JAcKMAN: What do you say about the industrialists and shippers who 
say that this, the Canadian National Railways is our.railway and we should ship 
exclusively or we should travel exclusively over the C.N.R.? I can remember 
my father always routed everything over the C.N. railway and in my judgment 
it always seemed rather unfair. Do you feel that you do not get the breaks 
very often by reason of the fact that many citizens feel the C.N.R. is their railway 
and never mind the private enterprise; we ship everything over the C.N.R. Do 
you think that your railway is discriminated against as against the C.P.R.? 


Mr. Fraser: I say, Mr. Jackman, as against that there are other shippers 
who would not ship a pound of freight on the Canadian National Railways, 
because it is a government-owned institution, if they could help it. You meet 
all these cases. I am speaking of the specific cases, of a man who says to me, 
“Well, you have made a good case, but. you evidently have not been able to 
convince your own owners of it who have it as their policy to ship equally by 
both railroads.” Perfectly true, but if traffic were shipped pound for pound on 
each railroad it would seem to be a very comfortable position for my competitor. 
It is a fact that does happen, Mr. Jackman. 


Mr. JAckmAN: As I understand it, last year the basis proposed in estimating 
the representations by the railroad officials and the representations made by 
certain members of this committee for the division of traffic was what was 
included in the report as a rational basis, I believe, the mileage, the amount of 
funded debt, the service and the number of employees. The railway officials 
did not put any emphasis on that, but rather wished that any restrictions there 
may be in the way of a rule obtaining in government departments should be 
abolished so that they should be free to fight for the traffic if it 1s there, and 
that is all you are asking for at the present time. : 

Mr. Fraser: That is all I have said so far, Mr. Jackman, yes. But you 
see, sir, if you allow me, it is, I think, perfectly clear—and I say this because 
I do not think the Minister of Transport challenged it. It is perfectly clear that 
such instructions in some form or other are in existence. Now they are very old 
instructions, unfortunately. It is not as though I was asking on behalf of 
the Canadian National for something that we should not have. So far as we 
are concerned the limitation is upon us. If I were acting for a competing 
railway in Canada and could be assured from all my customers and 50 per cent of 
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the business of Canada, I would be a happy man indeed. That is definitely 
quite an aid to my competitor. 


Mr. Jackman: It seems a much fairer basis than the one we were giving 
~ consideration to last year. I notice in the evidence of last year some expressions 
which to me might seem that you wanted a definite allocation of business from 
the government rather than the opportunity to fight for it. On page 121, for 
insance, you say: “If that be true of a commercial concern, and I am only 
giving you my own opinion, it seems to me that should be the minimum which 
the government, the owner of the property should give to us. I hold very strong 
views on that.” The minimum you are referring to there is 66 per cent. Then 
there was more evidence to that effect on the following page, page 122 of last 
year’s evidence. 


Mr. Fraser: Mr. Jackman, I am not asking that an official division of 
business be made. If a division of business has to be made by the government 
I certainly say it should be not less than5 per cent for the Canadian National 
Railways; and when presented last year with a question about my own opinion, 
I went considerably further and so said I feel we should have all the govern- 
ment business. 

Mr. JackMAN: To have the restriction removed so that you could go after 
the business is one thing; to have the division of the business definitely ear- 
marked is quite another thing. I felt last year that the C.P.R. could never be 
in the position, no matter how short the end of the stick may be, to come before 
this committee and ask for an allocation of business. We would not entertain 
any consideration from them at all. If you put it on the basis simply of some- 
thing working against the government railway then I believe some considera- 
tion should be given to the removal of this restriction. 


Mr. Fraser: I would not want you for one moment, Mr. Jackman, to think 
that I have modified my own views at all as to what the Canadian National 
Railways are entitled to. All I am saying at the moment is that we find the 
restriction against us and I would like to have it removed. Now both railways 
are bound in the nature of things to be very busy. I personally hold the view 
that the important business of the Canadian people ought to be given to the 
Canadian National Railwavs as the Canadian people own the business. This 
morning some of the ministers gave evidence that so far as they could tell 
in their own department the division of business was 60 per cent for the Canadian 
National and 40 per cent for the Canadian Pacific Railway. | 

Mr. Jackman: It would appear from that, that some of these deputies of 
theirs who have the allocation directly of the business are not following this 
old rule that we have heard so much about. 

Mr. Fraser: Not necessarily. That does not necessarily follow. You see, 
‘ ineluded in those proportions of business is all the business of the company, 
competitive and non-competitive. Speaking from memory—and you will correct 
me if I am wrong—I laid very strong emphasis last year on the fact that I was 
speaking of competitive business. It seems to me that there is no use, in finding 
out how each railway is treated, to put in the C.P.R. column a movement of 
traffic from Medicine Hat to Boharme, Saskatchewan. There is no other way 
it can move. : 

Mr. JackMAN: We will agree with you. 

Mr. Fraser: And there is no use in putting in the C.N.R. column a move- 
ment from Prince Rupert to Edmonton. But it is all in this gross. Therefore, 
in the nature of things, if the competitive business were equally divided between 
the two railways. and there was added to that the non-competitive business, the 
Canadian National proportion would be substantially larger. 

Mr. JackMAN: Have you been able to do any research work on the division 
of competitive business? 
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Mr. Fraser: It is impossible, because we have not got the other railway’s 
figures. The only way you can get them is in a return presented to parlia- 
ment or to this committee. We do not know what the other man gets. For 
example, if you would allow me, without disclosing military secrets, to give 


‘you gome idea of what I mean, you have a very: important port in the Dominion 


of Canada, one of tremendous importance in this war situation. The only rail- 
road in Canada that can move a carload of freight intact to that port is the 


Canadian National Railways, either one through carload of freight or one 


through carload of passengers. There is only one railroad which can do it and 
yet the business to that port is divided between the two railways. 

Mr. JAcKMAN: May I ask another question? 

Mr. Fraser: Yes. 

Mr. JAckMAN: You say the business is divided between the two railways? 
Mr. Fraser: Yes. | 

Mr. Jackman: And the C.P.R. have their cars or trains running over your 
line? 
Mr. Fraser: In the case of freight, there is provision for that; and in the 
case of troops we accept the request of the movement control of the Department 
of National Defence, yes. 

Mr. Jackman: You have to haul their trains on your lines, do you? 

Mr. Fraser: Yes. Let me make it clear to you. This morning that very 
question came up and you heard from the movement control how the two 
railways are called into consultation and that business is divided. Perfectly 
true. You can readily understand that where there is a large movement of 
personnel at one time, it taxes the resources of the railways to get them all 


ie 


“moved in the compressed time. We accept their requests for division, accept 


them very gracefully. 
Mr. JackMaANn: As a military necessity? 
Mr. Fraser: Yes. If you will allow me, I should like to say this. I have no 


quarrel whatever with that. That is a perfectly correct statement. But under 


this general instruction suppose you have a camp, and you have camps over 
Canada, in the air force particularly, with constant movements of personnel. 
Those are divided, ten to the Canadian Pacific, ten to the Canadian National, or 
five to the Canadian Pacific, five to the Canadian National under this general 
instruction. I will give you a case in point, if I am not boring you. I had a 
visit from two young men in Montreal last week. These were two English boys 
who had been at a training camp in Western Canada in the air force.. The camp 
is served by both railroads. These two young men, my guests, held tickets from 
that camp to Moncton, New Brunswick, served only by the Canadian National 
Railways; the Canadian Pacific from the origin point to Saint John—Saint John 
to Moncten; on our line ninety miles. I asked him how that happened and he said, 
‘Well, you see, from that camp these men are moved to Moncton alternately, 
one lot Canadian National, the next Canadian Pacific.” But I discovered on 
the other hand that you will have men originating say at Moncton for that 
camp; you would naturally suspect that, as they originated on the C.N.R., they 
would nrove to Calgary or to Winnipeg on the C.N.R.; thence, if they had to go 
C.P., they would. But I find that both ways they interchange at Saint John. 
Out of the whole move both ways we get, frequently, a move of ninety miles 
out of perhaps 2000 miles. 


Mr. McCuttocu: When troops are moved who are going to Halifax, why 


are they moved to Halifax through Saint John? 


Mr. Fraser: There are times when it requires all the equipment of both 
railways to get them moved at all. It does seem not too unreasonable that, if 
the military authorities call upon the Canadian Pacific Railway to supply equip- 
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ment in the national interest to handle troops to Halifax, they should not have 
to hand their equipment over to the Canadian National to move. I have no 
quarrel with that. There is a case where everybody in the national interests 
has to do the best he can. We then sit down with the movement control and 
they say, “Well, two trains will go one line, two trains another’. They are piling 
in on top of one another, and that is a very difficult think to do. That arrange- 
ment works out satisfactorily. But supposing two carloads of prisoners of war, 
we will say, land at Halifax going to Toronto. By the wildest stretch of the 
imagination I am unable to see why one of those cars should move from the point 
of entry which is served only by the Canadian National, taken around to Saint 
John and given to the Canadian Pacific Railway. It is a waste of transportation. 
It is a waste of power. In that particular case all they do is cross the station, 
but in many other points—Montreal, for instance, there is more to it. 

Mr. Maypank: Has that happened? 

Mr. Fraser: Yes, that has happened. 

The CHaArRMAN: Regularly, or just very occasionally? 

Mr. Fraser: It is hard to say, Doctor. The movements are intermittent. 
I am only citing that as a case in point. My point about that—and I do not 
want to make any other point about it—is that in good faith the officer who is 
responsible for that says to me,—and when I say “me” I mean my officer 
who happens to be there,—“I must do that because I am instructed to do it.” 
I read your circular from an officer. I am informed—and the committee can 
readily ascertain whether or not it is correct—that that language is in the 
standing book of rules of the Department of National Defence for Air in the 


hands of every interested officer in the field. I do not think it is fair to say 
to the Canadian National, “ Whether you like it or not, that is all you are going ¢ 


to get.” My case at the moment is a simple one. I should like to: have that 
limitation removed, and I do not believe it can be removed by verbal instructions 
from any particular head of a department, because certainly the instructions 
came at least from deputy ministers; and if it is in all departments, I suspect 
they came from the very highest authority. 

The Cuarrman: May I ask, Mr. Fraser, if you are disposed to feel that 
the government of Canada should use its own railway for its own business? 
Is that your idea? 

Mr. Fraser: That is an idea I hold very strongly, Doctor, yes. 

The CuairMANn: All things being equal? 

Mr. Fraser: Yes. If I do not stress it too hard, it is because I do not 
want to get into an argument with Mr. Jackman. 


Mr. Sanperson: I should like to ask Mr. Fraser for some more information. 
You told me that the mileage of the C.N.R. in Canada was 21,790 miles? 


Mr. Frasrr: -Yes. 

Mr. Sanperson: And the C.P.R. was 16,829 miles in Canada? 

Mr. Fraser: Yes. 

Mr. SANDERSON: And the number of employees of the C.N.R. was 75,000. 
Are they all in Canada? 

Mr. JAcKMAN: There is more than that now. 

Mr. Frasmr: Yes, those are Canadian figures. 

Mr. Sanperson: And the C.P.R. have 53,000 employees? 

Mr. Fraser: Yes, those are Canadian figures. 


Mr. JAckMaNn: They are last year’s figures. You have had a big increase 
since then. 
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Mr. VauGHAN: The figures would relatively be the same. They would have 
increased a little because we both have more employees now than we had 
in 1940. ihe 3 

Mr. JackMAN: Mr. Fraser, I am thinking of these, what you might call 
discrepancies, if you like, or oddities, in the routing pf the air force business 
and some other government business that you mentioned. Will the same thing 
arise over the C.P.R. lines? You mentioned your own lines. This is all ex parte 
evidence. We are not hearing at all from the opposition. It is a little unfair 
in a sense. J am just wondering whether or not, if we had your counterpart 
in the C.P. system here, if certain instances might not be cited which would 
be on all fours with what you say. 

Mr. Fraser: Mr. Jackman, if I could use the name of.a particular place 
which I think you know, and of which I am speaking, that is the outstanding 
case in point, because that is the place which we alone serve, and we are short- 
hauled constantly to a point beyond which only we can give the required service. 
I know of no such alternative case as you mention. I do not know of any. 

Mr. JackMAN: Of course you would not be ag intimately concerned or as 
apprehensive of those cases, I am just wondering if there is not certain business 
that may originate on C.P.R. lines which ends up in a destination which is 
yours and theirs and part of the routing does not go over your line. 

Mr. Fraser: I know of no such case except in the case of large movements 
such as I spoke of where it might well be. But in those cases of a carload or 
two carloads, I know of no such case. If there be some, I am afraid you would 
have to get them from somebody else. I would not know. 

Mr. SANDERSON: Would you give me the mileage of the C.N.R. in the United 
States, if you have those figures? 

Mr. Fraser: Yes. 

Mr. DonneELLy: It is on page 29 of this book. 

Mr. Fraser: The 1941 mileage in the United States is given at page 29 of 
the report. It is, first main track, 1,839-47 miles. 

Mr. Sanprerson: Do you know the mileage of the C.P.R. in the United 
States? 

Mr. Fraser: Yes. 

Mr. NicHouson: Page 34 of the report. 

Mr. Fraser: Approximately 325 miles. 

~ Mr. Maypank: Are you able to say, Mr. Fraser, the extent to which business 


starts on the C.N.R. and is taken away and run on the other lines? 


Mr. Fraszr: I could not say that, Mr. Maybank. 

Mr. Mayspank: Is that kept track of? 

‘Mr. Fraser: There is a record of it, yes. A record could be taken out, but 
it would be quite a job. Perhaps I might say this, that we would have to go 
and do it. We are all pretty busy. It is quite a job. You would have to get 
your passenger reports and check them off. So far as freight is concerned, you 
understand that, there is always quite an interchange of it, as you all know, in 
all roads. To earmark those out would be quite a job. — 

Mr. MaysBank: I should think that year by year, this organization ought to 
be able to state the business which starts with it but is taken away at times 
when it could have handled the business itself. I think that information ought 
to be readily available to a committee like this, year by year, because you 
apprehend this sort of thing will be the subject of scrutiny from time to time. 
Is it not possible to get that, usually? 

Mr. Fraser: It could be done, yes. Of course, there is a tremendous inter- 
change of commercial business. As you know, shippers route their business in 
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strange ways. So far as freight is concerned, almost any route is open—almost 
any one at all between any two points, on commercial business. And, even if 
the government, or whatever the authority is that put these limitations on, even 
if they take them away it might well be that some of the business might still 
move that way. 

Mr. JACKMAN: Oh yes. 

Mr. Fraser: My objection, of course, is in forcing it to move that way. 

Mr. Gray: I gather from what the witness says that he would be quite 
satisfied if all the restrictions were removed and the traffic allowed to move 
through its natural channels at all times? 

Mr. Fraser: Yes. 

Mr. Jackman: To get back to the point, I was asking Mr. Fraser about a 
minute ago; is it because of the geographical position of your line against that 
of the C.P.R. that there can be this unfair treatment, if you like; I am not 
familiar enough with the railway layout in Canada to understand it exactly. 

Mr. Fraser: What I really have in mind is this: there is only one port 
in Eastern Canada served as I have outlined by only one railway; and that is 
the port which in wartime holds a tremendous importance for the movement 
of troops and the movement of wartime traffic; and that port is our port first of 
all. Now, business moves to that port let us say for a distance of 2,000 miles 
and we move it of that 2,000 miles only 280 miles. 3 
Mr. JackMAN: That is, whenever unfair treatment 1s resorted to; 1f you 
eall it unfair. ae 
Mr. Fraser: But it hurts us because of the fact that there is no com- 
parable position on my competitor’s railroad. 

Mr. Jackman: So really this whole problem arises because of the eastern 
Canadian port; in the rest of the country the problem does not amount to very 
much. , 
Mr. Fraser: The whole problem arises by reason of the instruction that 
my competitor must get half of the business and I can’t get my half. 

Mr. JACKMAN: But the unfairness of that rulé in application relates almost 
entirely to this one port? » 

Mr. Fraser: Not entirely, no; but that is the principal source, and there 
is no quid pro quo. There is nothing you could do the other way. There is 
nothing like it at all. Generally my statement gets down to this; that as I 
understand it these old instructions are in effect. I do not believe we should 
leave it—if I am not out of order in saying this—to the personal undertaking of 
anybody. These instructions I think should be rescinded by the body, whatever 
that body was, who issued them. 

Mr. JackMAN: Has the C.N.R. system sufficient rolling stock always to 
look after the requirements of this eastern Canadian port? 


Mr. Fraser: Yes; but I would say this about that, Mr. Jackman, that the 
moment the government calls upon us to perform services that we cannot perform 
they are discharged from any obligation to us. There is another point; I would 
not ask them to take any unreasonable delays or other service disabilities. 
Business must move and the war must get on. I am assuming for my purposes 
that when I go and ask a man for business I have ascertained that I can handle 
it. If I cannot handle it there will be only one thing to do. 


Mr, JAcKMAN: I think you admitted a while ago that there were peaks at 
least when one company could not handle all the business. 

Mr. Fraser: In which case I have already said we will co-operate to the 
fullest extent and let them move it any way they can. 
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Mr. JACKMAN: You can see how probably your competitor is not going 
to be very keen on moving traffic one way and finding that he has got to haul 
empty cars back. He will not want to be stuck that way. 

Mr. Fraser: We are not going to worry about that, because we both have 
to do it. Take when troops are moving overseas, there is no back traffic, so 
there is a very large empty haul moving on both roads. There is no doubt about 
that; and on the way back we have to haul a very considerable distance in any 
event. 

Mr. CuarrMan: Is there any further discussion? 

Mr. MAyBaNx: There is just this question in my mind: we have had nearly 
all the departments here; how we overlooked Air, I do not know. Judging by 
what was said here to- day instructions about restrictions did not apply to any 
department except Air. 

The CuHarrmMan: You had the Minister for Air here this morning. 

Mr. Maypanx: No, the Minister of National Defence for Air is the Hon. 
Mr. Power. 

The CuHarrMAN: Oh, I see, the Air branch of the Ne 

Mr. Maypankx: mast 

The Cuarrman: I was thinking about Trans-Canada; I am sorry. Mr. 
Power is out of town, but he did provide to have someone here representing him. 
I understand that Mr. Gordon was to have been here to-day to represent 
Mr. Power; the deputy minister was to have been here but in his unavoidable 
absence his assistant, Mr. Gordon, was assigned to appear. 

Thank you, Mr. Fraser, very ach 

Mr. DonNELLY: Mr. cheneane before we go on with any hc: business 
do you remember when we were going over this annual report of the Canadian 
National Railways I asked that a couple of items stand; probably I can get 
answers to the questions I raised now. Is that all right? 

The CHarRMAN: Yes. 

Mr. Donnetuy: I refer to the item respecting grain elevators on page 14 


~ under operating revenues. 


Mr. Gray: Mr. Chairman, just a moment; are we not going to have a 
representative from Air? 

The CuHarrMAn: If you ask for him. 

Mr. Gray: What strikes me is this; we have had a very frank statement 
made by the Minister of Transport, the Hon. Mr. Cardin, to-day; and ‘by the 
Hon. Mr. Ralston, the Minister of National Defence, who read onto the record 
an order dating back to 1933, and as I understood it he certainly gave his own 
undertaking that he would see that that restriction was removed. The Hon. Mr. 
Howe made the point very clear in connection with it. And now we come along 
and find that Air apparently have the same instructions; and it was pointed out 
here among my colleagues that it is rather amusing that a new department such 
as Air would have put that order in its standing orders giving specific instructions 
in the matter. Here is that old order of 1933 finding its way into standing orders 
for Air. I think we might just as well finish it up and have someone here 


- from the Department of National Defence for Air. 


Mr. DonNELLY: Don’t you think that at the same time we should have 
someone here from the navy? 
--. The CuHarrMAN: Just a minute, gentlemen; I think I can straighten this 
thing out. The Department of National Defence for Air was requested to be 
on hand. It was not possible for the Hon. Mr, Power to be here, and it was 


not.very easy for his deputy to be here, but I believe the deputy instructed 
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Mr. Gordon to attend. Why he is not present I do not know, as they have 
advised us stating that he had been instructed to be here. So I suppose we 
will still have Mr. Gordon. Now then, while we are talking along this line, 
the Hon. Mr. Macdonald came in to give us certain statements and figures 
and was anxious to get back to the house and said if we wished he would be 
vlad to appear if we would send for him as soon as we were ready. I do not 
believe that we have time between now and 6 o’clock to hear him. I think 
if it is at all possible we ought to sit to-night. We cannot sit to-morrow 
morning; we have what Dr. Motherwell one time referred to as, ‘a seat with 
no place to put it”. We cannot re-assemble before to-morrow afternoon. 
The question I would like to put to you 1s, shall we sit to-night? 

Mr. Hanson: I move that we sit to-night at 8.30. 

The CHarrMAN: If that is agreed then, we will try to get Mr. Gordon 
to-night. 

Mr. Gray: Then, let’s clear it all up. 

The CrarrMan: I don’t think we can make very much headway with the 
Hon. Mr. Macdonald between now and six o’clock. Perhaps we had _ better 
deal with these questions of Mr. Donnelly’s in the meantime. 

Mr. Donnetty: As to this grain elevator, I noticed in 1941 you made a 
profit of around $208,000; can you tell he how that came about. You will 
see that item’there on page 14. There was just one grain elevator, which grain 
elevator was it? 

Mr. Wauron: The item which appears on page 14 to which Dr. Donnelly 
refers are two elevators which the railway operates themselves; one at Tiffin, 
Ontario, and one at Portland. 

Mr. DonneLLy: This one on page 15—grain elevators, that is mainten- 
ance of way, structures, etc—are these the same two? 

Mr. Watton: That would be all owned elevators. 

Mr. DonnetLy: You have an old elevator at Port Arthur, have you not? 
Mr. (WALTON: |) Yes. 

Mr. Donnetity: How did you get this elevator? 

Mr. Wauron: You are speaking I think of elevator “B”; it was built in 
1904 and enlarged in 1920. It was built by Lake Superior Terminals Co. Ltd. 
which was owned and controlled by the Canadian Northern Railway. 

Mr. DonneLty: What did it cost? 7 

Mr. Watron: The capital investment to date, as shown on our books, is 
$2,849,065. | 
Mr. Donnetuy: Is it a large elevator: 

Mr. Watton: Its capacity is 7,500,000 bushels. It is a large elevator. 
Mr. DonnELLy: Did you build and operate this elevator yourselves? 
Mr. Watton: Yes, by the Canadian Northern Railway. 

Mr. DonNELLY: How many years? 


Mr. Watton: Only for a few months after completion in 1904. 
Mr. Donnetiy: In 1904? 

Mr. Wauton: 1904. 

Mr. DonnetLy: Only for a few months? 

Mr. Watton: Yes. 
Mr. DonnetLy: What has been your financial experience operating this 
elevator, are you making a profit or a loss out of it? . 


Mr. Watron: The record is not obtainable. At the time it was built it 
was only used to a limited extent. You will appreciate that that was 38 years 
ago. 
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Mr. DonnetLy: And, you rented this elevator; from what time was it 
rented? 

Mr. Watton: It was first rented in September, ge ain yer ist, 1906. 

Mr. DonnELLY: To whom? 

Mr. Watton: The British America Elevator Company. 

Mr. Donneuty: They have been so continuing ever since? 

Mr. Watton: No. 

Mr. Donnetity: How long did they operate it? 

Mr. Watton: Until 1922. 

Mr. DonneLLy: Who did you rent it to then? 

Mr. Watton: To the Saskatchewan Co-operative Elevator Company. 
Mr. Donnevty: The Saskatchewan Co-operative? 

Mr. Watton: Yes. 

Mr. Donnetty: What rent were you getting from the first company, the 
British America. 

Mr. Watton: $100,000 per annum for the years 1917 to 1922 inclusive. 

Mr. DonneLty: And what were you getting from the Saskatchewan 
elevator people? 

Mr. Watton: You mean, The Saskatchewan Co-operative? 

Mr. Donneuty: Yes, The Saskatchewan Co-operative. 

Mr. Watton: The Saskatchewan Co-operative had this elevator from 1923 
to 1926 inclusive and the annual rental was $151,508 per annum. 

Mr. Donnetty: Who rented it after the Saskatchewan Co- Op.? 

Mr. Watton: The Saskatchewan Pool. 

Mr. Donnetuy: The Saskatchewan Pool. 

Mr. Watton: Yes; commencing September Ist, 1926. 

Mr. DonneLtuty: What rent were they paying under the terms of the lease? 

Mr. Watton: That was for a four-year term from September Ist, 1926, at 
a rental of $151,508 per annum, plus 6 per cent on any capital improvements 
and also plus insurance and taxes, which averaged about $40,000 per year. That 
went on until September Ist, 1930, after which the lease was continued on the 
same terms until August 31st, 1939. A new lease was made effective September 
Ist, 1939, with a rental of $135,000 per annum, plus taxes and insurance and 
6 per cent on any capital improvements, with the proviso that the rental would 
be reduced by one-half in the event that crop conditions rendered operation of 
the elevator unnecessary in any year. That lease that I have just spoken of 
runs until August 31, 1948, subject to a notice of one year in advance of 
cancellation by either party; otherwise it continues in effect from year to year. 

Mr. DonneEtuy: It is reported by the Pools that they made $417,000 clear 
last year. Is it not a fact that almost any elevator would make money last year? 

Mr. Watton: I would presume so under existing conditions. 

Mr. DonneLiy: Would it not be wise for you to take over the elevator 
and run it yourself, as suggested in our agriculture committee? 

Mr. Wauton: I would say no. The railways are essentially in the 
transportation busmess and not in the marketing of grain. The grain men 
control large quantities of grain and its routing, and if the railways were to 
operate this elevator it could not possibly have that control. 

Mr. DonNELLY: We are told that this is a government-owned railway 
and that this is a government elevator and that the government have all the 
wheat in the country, and therefore why not take this lease and fill this elevator 
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up with government wheat and save a lot of money for the government—that 
is the argument that is put up to us. | 

Mr. Wauron: I appreciate that. Under all the circumstances the govern- 
ment have the right to store wheat in any elevator, and therefore the fact that 
the Canadian National Railways might be operating this particular elevator 
would have no bearing on the general question. 

Mr. Donnetty: Is it not a fact that in normal years elevators such as 
yours which have no feeders in the country—no country elevators to feed them 
—that they lost money? 

Mr. Watton: I think so. 

Mr. DonneELty: Is it not a fact that in normal years elevators like yours 
without any feeders in the country got no wheat except the wheat that nobody 
else wanted; that they got the off grades and the mistakes in grades, and the 
result was that our terminal elevators, as I understand it, were not able to keep 
up the grades. Is that so? 

Mr. Watton: That is right. 

Mr. Donnetiy: You say that your elevator is rented for four years. Don't’ “4 
you think the government would not be wise in cancelling the lease; is not there 
a certain sanctity of contract; don’t you think you should keep your contract? — 

Mr. Wauton: I think definitely so. 

Mr. Donnetty: And should not that be one of the arguments why you 
should not take it over yourself? 

Mr. WALTON: Yes. 

Mr. Donnetty: You do not think it is wise for the government to break 
their contract whenever they like in order to make money? 

Mr. Watton: I could not express an opinion on that. 

Mr. DonnetLy: That is my opinion anyway. The government should 
not break its contract any more than anyone else; it is a bad example to set 
anyway. I want to ask one or two questions more on page 16 about train 
fuel. We were discussing this the other day and you said that a lot of your 
coal came from the United States? ae 

Mr. VauGHAN: Yes, sir. 

Mr. DonnELLY: What tonnage of coal did you buy in the United States? 

Mr. VAUGHAN: We have a statement here that we were filing in response 
to that question. There is a statement here, Dr. Donnelly, showing the coal 
we bought in Canada and the United States, and we can file it. 

Mr. DonnELLy: What class of coal would you buy—steam coal? 

~Mr. VauGcHaAN: Yes. 

Mr. Donnetty: How much did you get out of your own mines? 

Mr. VaucHan: I do not remember offhand how much of our own coal was 
used in Canada. Our own mines produced about two million tons. 

Mr. Donnetiy: You took it all, did you? ,; 

Mr. VaucHaNn: We took it practically all. All that coal would not be used 
in Canada; part of it would be used on our United States lines. 

Mr. Donnetity: You keep a separate account and you pay your own coal 
mines for that coal the same as you would pay an outsider? 

Mr. VaucHAN: Exactly. 

Mr. Donnewiy: And do you pay them practically the same prices? 

Mr. VauaHan: Yes, sometimes less; we only pay them cost. 

_ Mr. Donnetty: Did I understand you to say the other day that the 
reason why you have to bring in so much American coal is that you could not 
get the coal in Canada? | 
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Mr. VAUGHAN: Yes. 

Mr. DonneE.tiy: Would that be eastern coal chiefly or from the west? 

Mr. VaucHan: There was a shortage of eastern coal. We got less eastern 
coal last year than the year before. For example, in 1941, we purchased eastern 
coal with a tonnage of about 1,424,175 tons, which was all the coal we could get. 
The year before, in 1940, we used 1,671,679 tons of eastern coal. We used more 
western coal in 1941 than we did in 1940. 

Mr. Donnetty: In buying your coal in the United States, is the price you 
pay so much at the mine and haul it yourself? 

Mr. VaucHan: The coal has to move over foreign lines to a considerable 
extent before it reaches our line. 


Mr. Donnetty: That is the case wherever you buy it. 


Mr. VaucHan: Yes. That coal moves via a large number of routes; some 
will come from western Kentucky up through Chicago; some will come across 
lake Erie; some will come by the Niagara frontier; and some will come by car 
ferries across lake Ontario, and some via Massena. 


The committee adjourned at 6 o’clock p.m. to meet at 8.30 o’clock p.m. 


EVENING SESSION 


The committee met at 8.30 o’clock. 


The Cuatrman: Order. Gentlemen, before proceeding tonight I may state 
that Mr. Macdonald will be here from the house in a moment, I expect, to 
answer whatever questions the committee may submit. It was asked that Mr. 
Power or someone from his department be here or the Minister of National 
Defence to deputize for him; but in conversation with Mr. Ralston he expressed 
the wish that the matter be held over until Mr. Power himself could address the 
meeting as he would prefer that course. He would prefer not to address the. 
meeting on behalf of Mr. Power and he would prefer not to have anyone 
deputize for Mr. Power, so in accordance with his wish we might wait until 
tomorrow when it is expected Mr. Power will be in the capital again. The 
third point I wish to bring up is that an answer from the delegation of trainmen 
from the West state they will be here on Wednesday morning or Wednesday 
afternoon, whichever would be more convenient for us. The fourth matter I 
wish to mention before we proceed is in connection with the request or the 
motion made by Mr. Shaw that the Board of Transport Commissioners be asked 
to attend this meeting. In consultation with a lot of officers of the house I 
gathered we could bring them here but we could not by any means oblige them 
to give testimony. That is the result of the inquiry I made. 

Mr. SHaw: Mr. Chairman, I cannot imagine what good they will be to us 
if they decline to testify. 

The CuHatrMANn: We can bring them here and they may voluntarily answer 
some of our questions but we have not the legal competency to make them 
answer. 

Mr. Suaw: I still feel, Mr. Chairman, that they should be brought here 
and let us take a chance on what their reactions might be; and if this matter 
is up for discussion at the present moment—may I ask, Mr. Chairman, if it is up 
for discussion now? 

The CuarrMan: The meeting is open for that at the moment. 

Mr. Suaw: I was also going to move that the C.N.R. members of the Joint 
Co-operative Committee of the two railways be summoned to appear before this 
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Sete nta as witnesses, if they are not here now. May I ask if they are here 
now! 

Mr. Jackman: May I ask as a matter of information what it is intended 
to question the Board of Transport Commissioners or the members of the so- 
called Co-operative Board on? . ; 

Mr. Gray: Mr. Shaw spoke of it on Friday. 

Mr. Jackman: Branch lines? 

- The CrarrmMan: He wished to ask them with regard to line abandonment. 

Mr. Suaw: I may say, Mr. Chairman, in connection with that that I am 
more concerned now than ever about having them here because I received over 
the week-end a copy of the judgment, if that is the correct term used, handed 
down and also the minority report. I have learned that the report granting the 
application was submitted by Mr. H. W. Wardrope of the committee and con- 
curred in by Mr. F. M. MacPherson; but the minority report recommending that 
the application be not granted was made by the Chief Commissioner, and because 
of the fact that I now have far more evidence than I had on Friday with respect 
to this case, I am more concerned than ever with having not only the Board of 
Transport Commissioners here, but also, as I stated a moment ago, the C.N.R. 
members of this Joint Co-operative Committee who made the application for 
the road abandonment of those sections of railways, some C.P.R. and some 
CONTR 

The CuarrMAn: May I suggest here, Mr. Shaw, that we will not detain Mr. 
Macdonald, but return to this matter later? 

Mr. Suaw: That is very fine. 

The Carman: Now, gentlemen, Mr. Macdonald is here and he has certain 
figures and certain statements to make. His statement, of course, will be in 
connection with the apportionment of business between the two railways as 
regards his department, as you know. Mr. Macdonald, will you make your 
statement voluntarily? 

Hon. Mr. Macponatp: Gentlemen, I have figures for the amount of freight, 
passenger and express services paid to the two railroads for the fiscal year ending 
March 31, 1942, by the Department of Naval Services. In that fiscal year we 
paid to the Canadian National Railways for freight, passenger and express 
services the sum of $1,247,788.62. To the Canadian Pacific Railway for the 
same period of time we paid the sum of $567,626.48, for the same services. 

Now with regard to telegrams, cables, rental of printer service, telegrams, 
teletype machines, telegram loops and lease of wires, | am able to give the 
committee the figures for the last calendar year, the calendar year 1941; and 
these figures are: to the Canadian National Railways $99,472.81; to the Canadian 
Pacific Railway $97,057.38. ‘These, as far as I know, are the only payments that 
we made to the railways in our service. 

Mr. Jackman: You are not aware then of the alleged order since 1932 or 
1933 whereby all government departments divided their business on a 50-50 
basis between the two railroads, and inasmuch as your department was formerly 
under the National Defence Department as one department, you did not carry 
any such order into your new Department of the Navy? 

Hon. Mr. Macponatp: I am glad you asked that question, Mr. Jackman. 
I might say that the Naval Service regulation in this regard is to be found in 
the regulations and instructions of the Royal Canadian Navy reprinted in 
1942. And Article 281 of these regulations says: “That naval transportation, 
whether passenger, freight or express, may be routed either by Canadian — 
National Railways or Canadian Pacific Railway according to the convenience 
and best interest. of the service.” That is the article which governs the pro- 
cedure of the Department of Naval Services, with regard to freight, express 
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and passenger services. There is an order with regard to telegraph service 
which is in almost exactly similar terms. 

Mr. Jackman: Any suggestion of a 50-50 division of business? 

Hon. Mr. Macponarp: Not in that regulation there, no. There is a certain 
arrangement in the Naval Service whereby people of certain parts of the 
country are moved over one railway and in other parts of the country over 
another. It was said by the Secretary of the Department of Naval Services, 
at the time the order was made, that that seemed to be a fairly even distri- 
bution or a fairly equitable way to divide the business. That is, Montreal 
East is given to the C.N.R., and most of Montreal West is given to the C.P.R. 
It turned out in the last year, however, that the great majority of the naval 
recruits have come from the five eastern provinces. The bulk of the traffic has 
been Ontario, Quebee and the Maritime provinces. The three Prairie provinces 
and British Columbia, in the course of things, have not supplied nearly so many 
recruits. | 

Mr. JackMAN: May I ask the date of the order you read to us? 

Hon. Mr. Macponatp: The naval order? 

Mr. JACKMAN: Yes. 


Hon. Mr. Macponaup: Well I have the reprint here. It does not set forth 
the date. The reprint was made early this year. I could not give my honour- 
able friend at the moment the exact time of this order. I think, however, that 


it was revised last year and the order regarding telegrams was made on the 
27th of December, 1941. 


Mr. JacKMAN: I am wondering how it is that the naval department. did 
not take over the same ruling as the original parent, namely the Department 
of National Defence, is supposed to have on its books. We understand there 
was an old order on the Department of National Defence records whereby 
the business was on a 50-50 basis. I presume that, when you set up as an 
independent department of national defence, many of your standing orders 
were simply taken from those of the parent department. 

Hon. Mr. Macponatp: No, not necessarily. There have always been naval 
regulations and it is conceivable that they might be different from the army 
regulations in that regard. 

Mr. NicHoison: In supplying transport for men travelling from Halifax 
to Vancouver, do these men travel over the C.N.R. or what policy is followed 
in connection with that transportation? 

Hon. Mr. Macponaup: Halifax to Vancouver? I-will get that for you in 
a minute. The rule that was laid down on the 31st. of July, 1941,—the rule 
sent out by the secretary of the naval department was this. 

Mr. Gray: 1941, did you say? 


Hon, Mr. Macponatp: July 31st, 1941. The rule was: Officers drafted to 
Halifax are to be routed as follows: from divisions west of Montreal, via 
C.P.R. to Montreal, via C.N.R. Montreal to Halifax. Officers drafted to 
Halifax from Montreal, Quebec, Saint John, Charlottetown are to go via C.N.R. 
to Halifax. That is the movement east. The movement to the west would be 
governed by the following ‘regulations or instructions rather: officers going to 
Victoria from Charlottetown, Saint John, are to go via C.N.R. to Montreal, via 
C.P.R. from Montreal to Victoria. Officers coming from all other divisions 
except Saint John and Charlottetown would go via C.P.R. to Victoria, except in 
the case of Saskatoon and Edmonton, who would go via C.N.R. to Victoria. 


Mr, Gray: That does not give much leeway to either of the roads. It is 
a pretty specific order from your department. 


Hon. Mr. Macponatp: Yes. 
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Mr. Maypank: May I re-state that in order to make sure that I have it 
right. In general they are shipped via C.N.R. to Montreal and thereafter via 
C.P.R., with the exception of a very few points. 

Mr. Macponatp: You are speaking of officers travelling to the west? 

Mr. MayBaNnk: Yes. 

Hon. Mr. Macponatp: By C.N.R. to Montreal and then C.P.R. from Mont- 
real to the west coast. That instruction would not apply to the Edmonton and 
Saskatoon divisions. 

Mr. Maypank: You mean if they were going to Saskatoon or to Edmonton, 
or do you mean coming from those places? 

Hon. Mr. Macponatp: No. Officers leaving Saskatoon or Edmonton and 
going to the coast would travel C.N.R. 

Mr. Mayspank: Yes. 

Hon. Mr. Macponatp: An officer leaving Winnipeg for the west coast would 
travel C.P.R. all the way. 


Mr. Maypanx: In other words, with regard to Saskatoon and Edmonton, 
the rule means that you should not ship them to Victoria by C.P.R. because 


that would be too silly. It is not feasible to do it. 

Hon. Mr. Macponatp: No. 

Mr. Mayvpanx: It is something like pretty nearly a non-competitive point? 

Hon. Mr. Macponaup: Yes. 

Mr. Maypanx: And then shipments from the coast to Montreal? 

Hon. Mr. Macponatp: From the coast to Montreal? 

Mr. Maypank: From the east to Montreal. 

Hon. Mr. Macponap: From the east coast to Montreal? 

Mr. Maypank: That is the same thing, is it not? That is pretty much 
non-competitive. 

Hon. Mr. Macponatp: Well, there is not much movement that way. The 
great training grounds are at Halifax and Esquimalt. The movement is to 
Halifax or to Esquimalt. | 

Mr. Maypanx: Yes. What I am getting at is that you ship them to Mont- 
real on one railroad and take them off and ship them on the other one. 

Hon. Mr. Macponatp: That is correct, in some cases. 

Mr. Maypank: In that case 1t means that all the long haul is given to 
the C.P.R. ) 

Mr. Jackman: And the frequent haul iACN RR, 

Mr. Maysank: Is that right? I do not want to mistake it. 

Hon. Mr. Macponatp: In divisions west of Montreal, an officer going to 
Halifax from say Winnipeg or Regina would travel to Montreal by C.P.R. and 
thence C.N.R. to Halifax. 

Wen Maypank: Suppose he was coming from Vancouver, which is farther 
still? 

Hon. Mr. Macponatp: It would be the same thing. 

Mr. Maypank: The C.P.R. have the long haul and the C.N.R. have the 
short. Would there be any very great difference if you just expressed that rule 
in this way: excluding Saskatoon and Edmonton, the short haul goes to the 
CNR. and the long haul to the C.P.R. Officers just work that out. Would — 
there be any real difference? Is that not what that means? I do not want to — 
mistake it, but that is the way it looks to me. 


Hon. Mr. Macponatp: In the case you have set out, undoubtedly the 
C.P.R. would have the long haul, yes. 
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Mr. Mayspanxk: And in pretty nearly all the cases. I notice you used the 
word “officer”, Mr. Macdonald. Did the rule apply to ratings too? 


Hon. Mr. Macponatp: I was just trying to get the ruling here, Mr. 
Maybank, as far as ratings are concerned. I think it is the same thing, but I 
wanted to get the order relating to ratings. It is the same. I am certain it 
is the same thing for ratings. 


Mr. Maysank: There is no difference between officers and ratings? 

Hon. Mr. Macponatp: No. 

Mr. Maypanx: I would not think so. 

Mr. Lockuart: Those orders are issued by whom? 

Hon. Mr. Macponaup: The particular one I have just read came from the 
naval secretary and is addressed to the commanding officers of all divisions and 
the officers in command at Halifax, Esquimalt and so on. 

Mr. NicHouson: I wonder if we could hear those regulations from the blue 
book read again, the general regulations. _ 

Hon. Mr. Macponatp: Naval transportation, whether passenger, freight or 
express, may be routed either by C.N.R. or C.P.R. according to the convenience 
and best interests of the service. 

Mr. NicHoutson: It seems to me that people coming from the west to 
Halifax, for example, from C.N. points could travel with less ot eae v1a 
C.N. throughout. 

Hon. Mr. Macponatp: What points? 

Mr. Nicuoutson: From Winnipeg to Halifax. 

“Hon. Mr, Macpvonatp: What is the confusion? You change at Montreal, 
anyway. 

Mr. NicHotson: You have to change stations. If you go by C.N., you 
have to change stations. I cannot see the argument for having that change if 
you carry out your rules in the blue book. It would seem to me that the men 
should travel on the C.N., certainly from points on the C.N. west of Montreal. 

Hon. Mr. Macponatp: Mr. Maybank is quite right. The long haul goes 
to the C.P.R. But as I pointed out in the early part of my statement, the bulk 
of the transport of men is in the Ontario, Quebee and Maritime regions. 

Mr. MayBank: Ontario, Quebec and Maritimes? 

Hon. Mr. Macponatp: Yes. 

Mr. Maypanx: If a shipment of men from or to a point in Ontario from 
the east coast, or from either coast, is concerned, that would go C.P.R. to 
Montreal. 

Hon. Mr. Macponatp: From Toronto to say Halifax? 

Mr. Maypanx: Yes. 

Hon. Mr. Macponatp: It would go C.P.R. to Montreal and then C.N.R., yes. 

Mr. MayBanx: That is between Montreal and the west coast it would go 
C.P.R. wherever possible. Is that right? 

Hon. Mr. Macponatp: Yes. 

Mr. MaysBanx: The preference, once we get east of Montreal, is by C.P.R. 
Is that not right? 

Hon. Mr..Macponatp: I would not want to call it preference. 

Mr. Gray: It comes to this point, that where there is competition, under 
that order it goes C.P.R. Where there is not any competition, it goes C.N.R. 
From Montreal to Halifax you cannot travel any other way. 

Hon. Mr. Macponatp: Oh, yes, you could. You could travel from Montreal 
to Halifax via Digby-Saint John. 
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Mr. Mayspanx: I do not personally know very much about the railroad 
east of Montreal, but I have always understood that the C.N.R. was the much 
more feasible route between points in the Maritimes from Montreal. Some of 
you Maritimers can correct me if I am wrong. 

Mr. Hazen: It depends where you are going. 

Hon. Mr. Macponaup: Yes, it depends where you are going: 

Mr. Maypank: It depends on where you want the men. Is it not a fact 
that for the naval men, the C.N.R. is the only feasible route east of Montreal? 

Hon. Mr. Macponatp: Well, from the point of view of time, there is not 
much in it. 

Mr. Maypank: There is not much in it in point of time? 

Hon. Mr. Macponatp: No. 

Mr. Maypanxk: One road is as good as another. From what other point 
of view is the C.N.R. superior there as the more feasible route? 

Hon. Mr. Macvonatp: Well, going to Halifax by C.P.R. you would have 
to change at Saint John to the boat to Digby and then take the Dominion- 
Atlantic railway to Halifax. That would be two changes. 

Mr. Donnetty: You would have to travel through the United States, 
too. You would have to travel through Maine. 

Mr. Maypanx: That is a method of shipping officers and ratings that the 
naval service has never followed. They would not consider it feasible. Is 
that not so? 

Hon. Mr. Macponatp: What is that? Going on a boat? 

Mr. Maypank: I was not intending to suggest that you would object to 
the boys being on the boat. That was not the point. 

Hon, Mr. Macponaup: No. 

Mr. Maypranx: It would seem to me if you wanted to ship officers and 
ratings, you would not want to make two or three changes. 

Hon. Mr. Macponatp: The average persons going to Halifax from Montreal 
would take C.N.R. because there is no change whatever. He remains in his 
car until he gets to Halifax. 

Mr. Maypank: And it is, as a consequence, what you would call the natural 
route for your men? 

Hon. Mr. Macponaup: Yes, to Halifax. 

Mr. Maypank: And Halifax is the main place to which you send them, 
I think you said a short time ago. 

Hon. Mr. Macponatp: Yes. 

Mr. Maysank: So that we do come down to the proposition, do we not, 
that east of Montreal it is practically non-competitive territory? 

Hon. Mr. Macponatp: Yes. 

Mr. Maysank: What I am getting at or what I cannot understand is the 
disparity in figures, where. there is about one and a quarter million paid to 
the CN. and a little over half a million paid to the C.P. and yet the preference 
is given to the C.P.R. whenever there is equal opportunity. 

Hon. Mr. Macponatp: I should like some other word than “preference.” 

Mr. Maypanx: Well, that is the word that gets into use in traffic. I do 
not use it in any other sense than it 1s commonly used in traffic matters. 
You can use any other word you like. It seems to be weighted in favour of the 
C.P.R. whenever possible; whether the word “ preference ” is the right word 
to use or not, is immaterial. 

Hon. Mr. Macponaup: The figures are weighted the other way. 
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Mr. Maypanx: I was wondering where this money is earned, whether it 
is non-competitive money in the main. It cannot be very much competitive. 


Mr. VaueHan: It may be, of course, that a good many of the men were 
ticketed by us and we paid over to the C.P.R. perhaps a large percentage of 
the money we got. 

Mr. MayBanx:) That is what I was wondering about. We know those fares 
are paid to the C.N.R. but they in turn pay them over to the C.P. 


Mr. Nicuotson: It is often competitive. For instance, where would that 
happen? , 

Mr. MayBaNnxk: Suppose the fare is paid in Halifax and the ticket covers 
both railways. The C:N.R. will have to account for that to the C.P. 


Hon. Mr. Macponatp: They will have to account for some of it, yes. 
Mr. Maypanx: What is that? 


Hon, Mr. Macponatp: They will have to account for some of it; and I 
suppose the C.P. would have to do the same thing with the C.N. 


Mr. Maysanxk: Yes, except that in this case the C.P. would not have to 
cough up so much because we do not ship them that way. 


Mr. Nicuotson: In supplying transportation to a man from Halifax to 
Vancouver, is it correct that these tickets would be bought from the C.N. and 
the money paid to’ the C.N. and the man travel C.N. from Halifax to 
Montreal and C.P. from Montreal to Vancouver? Is that the procedure to be 
followed? : 


Hon. Mr. Macponatp: I do not know how he would buy his ticket in 
Halifax. I have to find that out. He might buy his ticket from the C.P. 
there. 


Mr. Donnetty: Has a man any preference at all, or has he got to go the 
way he is told? 

Hon. Mr. Macponatp: He has to go the way he is sent. 

Mr. Donneuty: He has no preference at all. 

Hon. Mr. Macponatp: No. 


Mr. Mayspanx: I wonder if the C.N.R. officials could enlighten us on this. 
They might be able to explain the one and a quarter million against a little 
over half a million; it is not very meaningful after all. 


Hon. Mr. Macponazp: It is not meaningful? Oh, I think it is. 

Mr. Maypanx: The money might be paid out to the other railroad. 

Hon. Mr. Macponatp: I think it would be right to say there is no great 
amount of traffic from Halifax to Vancouver direct. You see, the great move- 
ment is from points away from the coast to the coast; the great movement is 
from Ontario, Quebec and New Brunswick in to Halifax. 

Mr. Maypank: Going in for the first time, and I suppose, coming back on 
eave. 


Hon. Mr. Macponatp: Going in for training, we would say. Or, you would 
have a heavy movement from Saskatchewan, Alberta and Manitoba to the coast, 
to the west coast. I think transcontinental movement would be fairly restricted. 
There would be the odd case where you would have to send some man, an 
instructor, or something of the kind. We have never sent a man for training, 
that I recall, from Halifax to Esquimalt, or from Esquimalt to Halifax. The 
great bulk of the movement would be what might be called inland, from points 
inland to the coast; and of that movement the larger portion is in the five 
eastern provinces, Ontario, Quebec and the Maritimes; because the bulk of the 
population is there and two-thirds of the naval recruits have come out of those 
five provinces. 
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Mr. Nicuotson: I wonder if Mr. Vaughan might enlighten us as to why a 
man who travels from Halifax to Vancouver would have a C.N.R. ticket, and 
whether the C.N. would have to pay the C.P.? | 

Mr. VaucHan: It would be a through ticket from Montreal to Vancouver © 
with a C.N.R. coupon as far as Montreal, and a C.P.R. coupon from Montreal 
to Vancouver or Victoria. 

Mr. Nicuotson: And the C.N.R. would be paid the entire amount? 

Mr. VauGHAN: Yes. 

Hon. Mr. Macponaup: Could a man buy a C.P.R. ticket in Halifax with a 
C.N.R. coupon for the first part of 1t? 

Mr. Vaucuan: He could. I would say that the first part of the trip would 
have to be by C.N.R.—perhaps Mr. Fraser could tell us something more about 
the ticket end of it. 5 

Mr. Fraser: Certainly, a man could go into a Canadian National office in 
Halifax and buy a ticket for the complete Journey from Halifax to Vancouver; 
Canadian National to Saint John, C.P.R. Saint John to Vancouver, or Canadian 
National to Montreal and C.P.R. from Montreal to Vancouver; or, Canadian 
National to any other point in Canada and C.P.R. from there on. He can buy 
one in the Canadian National office; if that is the point. 

Mr. Maypanx: Can he buy one when his first hundred yards would be the 
Canadian Pacific? 

Mr. Fraser: Yes, from the Canadian Pacific. 

Mr. Nicuotson: The minister’s explanation of policy 1s that these men 
have to travel from Halifax to Montreal by C.N. 

Mr. Fraser: Yes. 

Mr. Nicxotson: And from Montreal to Vancouver by C.P. 

Mr. Fraser: Yes. | 

Mr. NicHotson: Would the policy be to have their original tickets bought - 
from the C.N.R.? 

Mr. Fraser: Yes. 

Mr. Nicuoutson: And an adjustment would be made with the C.P.R. in 
due course; that would be the policy? 

Mr. Fraser: That is the only way in which it could be done. 

Mr. Emmerson: Could a man go into a C.P.R. telegraph office in Halifax and 
buy a ticket to Vancouver from the C.P.R. ticket agent? 

Mr. Fraser: Yes, in which case he would travel by Dominion Atlantic 
Railway and cross the Bay of Fundy, if he wanted, and go from there by Can- 
adian Pacific Railway. : 

As a matter of fact, you could go into a Canadian Pacific office 1f you 
wanted and purchase a ticket from Halifax to Vancouver via Canadian National 
to Montreal and Canadian Pacific to destination. The agent of the Canadian 
Pacific at Halifax would be able to arrange that, but he would have to get 4 
ticket issued by the Canadian National. 

Mr. Emerson: Could you not ride out of Halifax on the D.A.R. to 
Windsor? 

Mr. Fraser: Yes. 

Mr. Maypanx: You have given us figures apparently which indicate that 
more money was paid to the C.N.R. than to the C.P.R.? 

Hon. Mr. Macponaup: Yes. 

Mr. Maypanx: And he goes Canadian National to Montreal and from 
there west he goes C.P.R.; can you give us an explanation on that? 

The Cuarman: Just a minute; are you through with Mr. Macdonald? 
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Mr. Fraser: I do not know whether I am on the stand or not. 


The CuHairman: I do not know that myself, Mr. Fraser. They have 
pretty well mixed the witnesses. I was wondering if you are through with the 
minister? 

Mr. Maypanxk: Just a few moments ago Mr. Macdonald was trying to 
give us an explanation, and he came to a point where he said he was unable 
to explain. I was then asking if perhaps the Canadian National officials could 
explain this disparity; and then just a few minutes later Mr. Fraser arose 
and answered some questions. That is what I was at. I should like to know 
at this point if there are other things which the Canadian National officials 
might clear up. 

The CHamrMan: Yes. I was merely ascertaining if the committee are 
through with the Hon. Mr. Macdonald. 


Some Hon. Mrempers: No, no. : 


Mr. Maypanx: I thought probably it would be further enlightening to 
Mr. Macdonald himself. 


Hon. Mr. Macponatp: The only explanation that I can give is that the 
bulk of the movement is in the eastern provinces, which is largely C.N.R. 
movement. I think that is the only explanation. Whether the railroad officials 
would agree with that or not, it is the only explanation I can see. 

Mr. Maypank: I am not disputing the point, I just want to clear it up. 
Can we at this point see what the explanation is from the Canadian National 
officials? 

The CHairMAn: Yes, very good. 

Mr. Maypank: I would like to ask that of Mr. Fraser. 

The Cuairman: All right, Mr. Fraser. 


Mr. Mayspanx: You know the situation now, can you give any explana- 
tion of it? 

Mr. Fraser: I think the minister’s (Hon. Mr. Macdonald) explanation 
is the correct one. You see, the logical movement is through the port of Halifax 
which is the important naval port so far as the movement of freight and pas- 
sengers are concerned, over Canadian National Railway; because it is only 
common sense and good service to take a passenger from a certain point and 
land him without change of car, if it can be done, at the port; or, take him 
from a port to his destination. Now, the only railway that can do that is the 
Canadian National Railway, and the bulk of the travel to and from Halifax is, 
as the minister has said, from territory Montreal and east, and Ontario, con- 
tiguous to Montreal; so that in the nature of things, if you give that business 
from the west to Montreal to the Canadian Pacific, the Canadian National 
proportion must be two to one, if you like. 

Mr. Maypanx: It is more like three to one. 

Mr. Fraser: The only thing about it, if I might make this observation, 
is this, it comes squarely within what I said before; that we say that being so 
you must therefore say to the Canadian National because of your favourable 
position there you cannot get anybody between Vancouver -and Montreal. 

Mr. Maypank: That is the point. 

Mr. Fraser: That is my point; and again I say, I would like very much 
to have that regulation changed—unless it is public policy that some of the 
Byes must of necessity as a matter of public policy go to the Canadian 

acific. 

Mr. Maysanx: ‘That point might be brought out by Mr. Macdonald. 
The other ministers who were here to-day indicated that they would be willing 
to see any restrictions wiped out. There is a restriction that the C.N.R. could 
not get more than 50 per cent of the business—they split 50/50—anyway you 
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want to take that. Now, would the minister (Mr. Macdonald) be agreeable, 


similarly, to have an order go out that the business should go what is the 
natural way for it, without regard to instructions or restrictions? 

Hon. Mr. Macponaup: Do you mean, taking Canada as a whole? 

Mr. Maypank: Yes. 

Hon. Mr. Macponaup: Well, I would like to consult— 

Mr. Gray: If I might suggest, Mr. Minister (Hon. Mr. Macdonald), it will 
be in accordance pretty well with the order you read out of your book—I do not 
know which one—the second one you read from is very definite as to what troop 
movement must be, and your first order is along the lines that were suggested 
by the Minister of Transport (Hon. Mr. Cardin), as a matter of policy to-day; 
and by Mr. Vaughan, and others who have proposed it. It seems to me your 
second order, as read by you, from the Naval Secretary, being in such definite 
terms, nullifies largely the general order which you read from the blue book, do I 
make myself plain? 

Hon. Mr. Macponaup: Yes. You will observe, of course, there is no 50/50 
division? 

Mr. Gray: I appreciate that. 

Hon. Mr. Macponatp: It is two to one; I think it is better than ve to one. 


Mr. NicHotson: My understanding Ne it is that where there was a point 
served exclusively by C.P.R. the shipment coming from that point to Winnipeg, 
a competitive point, that shipment would go over the C.P.; and, similarly, if it 
originated on a C.N. point it would go over the C.N. as far as indicated and 
then transfer to the C.P. It seems to me that same policy might be followed 
in connection with your department at points served exclusively ‘by one railway. 
You might expect to have movements from that point as far as possible on 
through “lines of railway, without having a transfer made, rather than having 
them travel to Montreal, which is really quite close to Halifax. 


Mr. SISSONS: ones we have the first order read again? 
Hon. Mr. Macponatp: How long is the committee sitting, Mr. Chairman? 
The CHAIRMAN: We will be sitting to-morrow afternoon. 


Hon, Mr. Macponatp: I would be glad to discuss this with the secretary 
and ask him on what ground the decision was arrived at. The order states that 
the regulations were arrived at after consultation with both railways and was 
agreeable to both of the railways. Now, I understand there is some issue about 
that. Mr. Vaughan and Mr. Fraser have said that was not quite so. The 
secretary of my department has been away on sick leave but he is back now, 
and I would like to consult him to find out whether consultation was had with 
representatives of both roads; and whether actually there was agreement to this 
arrangement, that it should be GN, R. east, and C.P.R. west, with the exception 
of Edmonton and Saskatoon. Now, I can’t find out whether he actually had 
the assent of the railways, as he states. I understand that the C.N.R. raises 
some question about that. 

Mr. VaucHan: I could not say, Mr, Chairman, whether he did; do you 
know that, Mr. Fraser? 

Mr. Fraser: There is a file on it, Mr. Vaughan. I would like the minister 
(Hon. Mr. Macdonald) to get that information. I would not be a party to any 
such arrangement. 

Mr. VaucHan: I could hardly believe our people would willingly agree to 
allow ‘business originating in Halifax and going to Vancouver to be turned over 
at Montreal to the C.P.R. when we could haul it all the way. 

Mr. Frasrr: If anyone on our staff did that we ought to get rid of them. 
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The CHAIRMAN: Do you want this order read, Mr. Sissons; it is in the 
record? 

Mr. Sissons: That would be all right. 

Mr. MaysBanx: Possibly this should come up again when Mr. Macdonald 
comes back—following that discussion you spoke of I wonder if it would not 
be a good idea to get a little. bit more information on these figures from the 
Canadian National. In the first place, I presume, most of that money refers 
to the movement of officers and ratings; and in the second place I would like 
to know from the Canadian National if they can tell us if they have any idea 
what proportion of that money they got they had to pay out again for the 
Canadian Pacific; also we can see if we can find out whether there is any 
unreality there in this comparison. 

Mr. Vauguan: We are trying to obtain those figures. 

Mr. Mayspanxk: Will you work that out? 

Hon. Mr. Macponatp: What you want me to do is to find out the basis for 
this matter and whether it was actually agreed to by representatives of both 
roads. Is that the further information you want? 

The CHAIRMAN: Yes. nie 

Hon. Mr. Macponatp: I shall be glad to appear tomorrow if the committee 
is sitting. 

Mr. Nicuotson: I wonder if the minister would discuss whether the order 
he read from the blue book might be considered as the only official order that 
might come from his department regarding instructions cancelling those restric- 
tions? : 

Mr. Jackman: May I ask the minister what the principle behind these 
departmental orders is? Is it felt that it is not proper to leave in the hands of 
the deputies or the officers of the department who will have the routing of the 
business the determination as to which line the traffic shall go over? Must you 
have definite specified rulings and amounts instead of leaving to the particular 
officer in charge as to which line you shall select? Every department seems to 
have rulings or understandings, sometimes carried out and sometimes not, as to 
what. proportion of the ‘business each line shall receive. What is the principle 
behind that? Why do you have to tie down officials at all? 

Hon. Mr. Macponatp: It will be necessary to tie down individual move- 
ments of drafts because I do not think you could have a draft proceeding, say, 
from Winnipeg to Vancouver some by C.N.R. and some by C.P.R.; they would 
all have to go one way, because they are in charge of an officer or a petty 
officer. That would have to be clearly set forth on each individual occasion. 
I do not say you could not send a draft from Winnipeg today by one road and 
next month by another road, but you cannot begin to spht up drafts. One man 
might say that he would like to go by the C.N.R. and another by the C.P.R. 
He has got to do what he is told and go where he is under some sort of 
controlled discipline. 

Mr. JAckMAN: Take the case of a freight shipment for the navy going to 
an eastern Canadian port—a propeller part that has been made in Toronto or 
some place west—has that got to go via the C.P.R. to Montreal? Is the actual 
freight transferred to a C.N.R. train from there so there is a rehandling expense 
involved? 

Hon. Mr. Macponatp: The orders I have read do not apply to freight; they 
apply to passengers. I do not know of any orders with regard to freight. I 
shall be glad to find that out. 

Mr. Hanson: Take the case of a man, a rating in the navy, going from 
Esquimalt, say, to Montreal or Halifax, he cannot go into a C.N.R. office and 
buy a ticket on the C.N.R.; he has to go to Montreal by the C.P.R. 


176 STANDING COMMITTEE 


Hon. Mr. Macponaup: Going from the west to Halifax? 

Mr. Hanson: From Vancouver or Esquimalt to Halifax. 

Hon. Mr. Macponaup: Yes, you are right. 

Mr. Hanson: He could not go C.N.R. if he wanted to? 

Hon. Mr. Macponap: No. 

Mr. Hanson: He would have to go C.P.R.? 

Hon. Mr. Macponaup: Yes, to Montreal. 

Mr. Hanson: That does not seem just right. That is the only route from 
Vancouver direct to Halifax without any inconvenience for him to travel by, 
whether they are naval men or civilians. If he goes to Montreal it means he 
has to move from one station to another or travel around in a taxi or some- 
thing, if he buys a ticket in Vancouver on the 'C.N.R. 

Hon. Mr. Macponatp: They would march across. That is what they do 
at Montreal; they march from Windsor station to Bonaventure. 

Mr. Hanson: If they are in a company or a troop, but what do they do 
if there are one or two or three officers? 

Hon. Mr. Macponatp: Oh, yes, they would have to go over. 

Mr. Hanson: They would not be marching; they would have to have 
transportation from one station to another, and maybe they would have to 
stay overnight and probably miss a train. | 

The CuatrmMan: In the case of individual travellers, would they be allowed 
any option, or would they have to follow a general rule? 

Mr. Hanson: The minister says no, 

The Cuatrman: He was talking about groups just now. 

Mr. Hanson: I asked him about individuals too. 

Hon. Mr. Macponatp: If they are being sent officially, so to speak, they 
would have to follow this general rule. 

Mr. SuHaw: Do I understand, Mr. Chairman, that when a man goes on 
leave he is free to choose whatever line of rail he cares to travel by? 

Hon. Mr. Macponarp: I think that is true, although I am not sure. I 
think this only applies to movements that are entirely paid for by the Navy. 
I should think if a man were going on leave where he would be contributing a 
part of the cost himself that he would be free to choose. However, I would like 
to examine that. 

Mr. Suaw: Mr. Chairman, my reason for asking that question was that 
I did receive one complaint orally by an individual that one extra day was 
taken off his leave by virtue of the fact that he had to go by a rather roundabout 
route in order to continue to travel on the one system of railroad, and I am 
of the opinion that if that is the case some consideration ought to be given 
to an adjustment there. Either they should be allowed an extra day to go 
by this circuitous route or else they should be allowed to travel in the shortest 
possible way. 

Hon. Mr. Macponautp: Do you know which route that man had to take? 
Do you recall that? 

Mr. SHaw: It was in northern Saskatchewan somewhere. He just pointed 
out that he had gone within at least a few miles of his home and then had 
to go half way around it and back. I did not put down any figures. I wanted 
to know what the principle involved was. 

Hon. Mr. Macponatp: I do not think this applies to leave. This deals 
with men moving for training or something of that sort entirely at the govern-_ 
ment’s expense and under government supervision, so to speak; but I will make 
sure on that point and be able to give you a definite answer tomorrow. 
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Mr. Maypank: What is the exact procedure when a fellow goes on leave? 
He buys his ticket himself and gets a reduction when he presents himself at 
the ticket office; is that it? 

Hon. Mr. Macponatp: My impression is that he is free to travel whichever 
way he wishes. | 

Mr. Maypank: I think that is so myself. 

Hon. Mr. Macponatp: But I will find that. out. 

Mr. Maysank: He is given some sort of a warrant. I wonder whether it is 
something addressed to a railroad company. 

Hon. Mr. Macponaup: It is a general thing, is it not? It is a general 
warrant for railway travel. 

Mr. Mayank: Is it an open letter? I thought it would be. 

The Cuarrman: Is the committee finished with Mr. Macdonald for this 


_ evening? 


Hon. Mr. Macponaup: I will appear tomorrow with further information. 

The Cuatrman: Now, I think we had better clear up this matter which 
was raised by Mr. Shaw. ° 

Mr. SuHaw: Mr. Chairman, when we were discussing this matter before 
I asked if any of the C.N.R. members of the Joint Cooperative Committee who 
made application or who with similar officials of the C.P.R. made joint applica- 
tion are here to-day. 

Mr. Vaucuan: None of them is here. 

(A lengthy debate on the motion by Mr. Shaw took place.) 

The CuammMan: Gentlemen, that brings us back to finishing the report of 
the Canadian National Railways. 

Mr. Nicuotson: Mr. Chairman, I asked a question the other day regarding 
the possibility of— 

Mr. Gray: Mr. Chairman, how would you like to consider adjourning? 

The CuarrMan: A motion to adjourn is always in order. 

Mr. Gray: I move that we adjourn. 

Mr. Hanson: I would second the motion. 

Some Hon. Members: Let’s go ahead and finish it up. 

Mr. Gray: Mr. Chairman, is my motion overruled? | 

The Cuamman: No, not at all, Mr. Gray. I will now put your motion. 


The motion being put it was carried and the committee adjourned at 
10:05 o’clock p.m. to meet again to-morrow, Tuesday, May 5th, 1942 at 4 
o’clock p.m. : 


178 STANDING COMMITTEE 


APPENDIX “B” 
CANADIAN NATIONAL RAILWAYS 


MONTREAL 


R. C. VAUGHAN, 
President. 


MEMORANDUM OF REASONS FOR TRAVELLING AND 
SHIPPING VIA C.N.R. 


1. For Service— 

The traveller or shipper via the Canadian National gets to a maximum 
extent the benefit of direct service to points in Canada and to many points in 
the United States. The Canadian National is in a position to give direct 
service via its own lines to a greater extent than any of its competitors. It 
reaches by direct service 89% of Canada’s population: 


2. For Faiwness— 

Where a choice of routes for travelling or shipment exists and the question 
arises as to what proportion of competitive traffic should, in all fairness, be 
routed via the Canadian National it might be kept in mind that the Canadian 
National is carrying a large burden in supplying the greater proportion of 
development and pioneering railways in Canada, the support of which must 
largely be found in competitive traffic moving between the principal centres. 
The measure of the essential service performed by railways is the area 
exclusively served by it. Of the territory served by railways in Canada, 
60% depends exclusively upon the Canadian National and it is fair and 
reasonable therefore that the Canadian National should obtain at least two- 
thirds of the competitive business, having regard to the fact that essential 
services in exclusive territory must often be conducted at a loss. 


3. For Normal Competition— .- 

It is customary to think of Canadian railway competition in terms of two 
companies and to draw from this condition the inference that a 50-50 division 
of traffic is fair, but if the lines which have been absorbed into the two large 
railway systems in Canada were in independent competition, those which now 
comprise the Canadian National System would be competing for at least 65% 
of the country’s railway traffic. A 50-50 division of traffic overlooks this fact 
and works a double hardship on the Canadian National because if the total 
traffic 1s divided 50-50 and, as pointed out above, 60% of non-competitive 
traffic must be routed by the Canadian National because of geographical neces- 


sity, 1t results in the Canadian National obtaining less than 50% of the straight — 


competitive traffic whereas by virtue of the essential service it renders to the 
country the Canadian National is entitled to at least two-thirds of the com- 


petitive traffic to enable it to carry its greater proportion of unprofitable but - 


essential services. 


4. To Spread Overhead Costs— 


The heavy fixed charges of the Canadian National for interest payments 
on its funded debt as well as its heavy tax bill must be met. When competitive 


traffic is routed via the Canadian National it helps to spread this burden of - 


fixed charges which must be met in any event. 
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5. To Help Balance the Federal Budget— 

The Canadian National is entirely owned by the people of Canada and 
the National Budget therefore includes the profit or loss of the railway. The 
‘consolidated revenue of Canada is increased every time a passenger or 
shipment is routed via the Canadian National. In each case the consolidated 
revenue is increased by the difference between the amount of the fare or freight 
charges and the out-of-pocket cost of rendering service. 


6. As a Method of Paying Taxes— 


The profit on every ticket or freight bill via the C.N.R. is the equivalent 
of paying just that amount of taxes. The average out-of-pocket expense ratio 
is 50%, so that for every dollar paid to the C.N.R. for service, fifty cents will 
be removed from Canada’s collective tax bill. 


APPENDIX ‘‘C” 
CANADIAN NATIONAL RAILWAYS 


STATEMENT OF COAL PURCHASES 1940-1941 


1940 1941 

United United 

Canadian States Canadian States 

Lines Lines Total Lines Lines Total 
Canadian Coal—Eastern... 1,671,679 — 1,671,679 424.175 1,424,175 
Western .. 1,639,861 — 1,639,861 DTA 23 —— 1,714,723 
Total—Canadian ....... 3,311,540 —— 3,311,540 3,138,898 —— 3,138,898 
United States Coal........ 1,740,779 849,226 2,590,005 3,228,135) 1,115,135 4,343,270 
Pie ee COAL te eee oe als 33,996 33,996 — 
aotalmepurchases ) 20032) 5,086,815 849,226 5,935,541 6,367,033 1,115,135 7,482,168 
APPENDIX ‘** D” 
CANADIAN NATIONAL RAILWAYS 
HoTreL OPERATING RESULT—YEARS 1941-1940 
Year 1941 Revenues Expenses Taxes Net 

Chavloseerowi eine, ol hake eet $ 107,829 07 $ 102,473 79 $ 4,562 67 $ 792 61 
PICCOLO Os 8. iis, fs ostiele 28,597 59 28,104 96 321 94 170 69 
Nova. Scotian... .... Piuber at aaa 603,286 42 481,569 55 12,930 38 108,786 49 
Chabeaw Waurter.. crs. sosiatere's 1,759,514 59 1,290,283 66 63,487 50 405,744 00 
SPTANIGO WATER TUER oe eda ya eine eee 208,032 97 181,726 46 6,073 83 20,232 68 
i ETT KW RisGd en heats che len lord rans Vee DS 63,317 60 416 00 7,388 98 
Hort Grae tem reenia5s 53 o.2 Ohara ers 415,601 82 379,538 18 yas erg ca NaN 8,302 39 
Prince’ Prgwardiee ce. oki oe eN Y tahoe) 61 131,966 54 3,658 O1 4,082 94 
MWracdornal daiana wey hea 8 418,741 72 399,670 93 15,245 14 3,825 65 
Jasper! Park boedge, ¢ i. t-.0. 429,699 00 374,121 82 5,486 32 50,090 86 
Bessborourh ma fai creer cl 293,111 16 300,989 44 1,872 42 9,750 70 


$4,467,078 53 $3,733,762 27 $ 141,815 55 $ 591,500 71 


Year 1940 
Charlottetown seiteuce. kon $ 87,628 72 $ 88,627 38 $ 3,637 48 $ 4,686 14 
Pictou Lodge kel wiwranirah cee e 17,538 68 23,826 70 219 60 6,507 62 
NOV aL SCOULIL oils weike rs ae 454,810 97 308,479 76 11,472 07 84,859 14 
Chatéat  haurierie, dane ek 1,601,757 67 1,145,844 20 60,793 55 395,119 92 
PrincevATIOur nas ee Ries oat 169,672 17 160-347 (33 5,882 00 2,442 84 
Minala Lodges. cues he 61,781 86 DOP TES Pbanres sao aaa she 5,584 05 
POL GALT. ee te ees 370,478 14 375,366 98 26,216 62 31,105 46 
PRimce WAWard.. te ck ee 119,567 88 113,959 60 LUSwLO 2,340 13 
MES CHON ALA a naa ele ee eh 389,118 88 375,501 (14 13,964 79 847 05 
Jasper: bark, Lodge. wis. oe 380,465 34 336,281 85 3,060 00 41,123 49 
PPAADOMGUMH | Misdis.oisancrns cas 283,492 95 269,374 16 806 02 13312.:77 


$3,936,313 26 $3,304,806 91 $ 129,320 28 $ 502,186 07 
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APPENDIX “E” 
CANADIAN NATIONAL RAILWAY SYSTEM 
Statement of taxes paid in 1941 (other than sales tax added to cost of material) 
on Railway, Hotels and Separately Operated Properties 
CANADA 
Dominion Government— 
Unemployment). Instance’: 20.2). sj cg ates tlenes See ieee ee $ 453,943 20 
EE RCTSS WAS TINS Meat od) gabe le lap inte wok” SRR TO MMR Rae UES Siena lo ea Nageme 81,550 02 
$ 535,493 22 
Provincial and Municipal: 
Prince Edward Island— 
PO VTA tye eicaller ante) a ie ble ec eed ys jo a ANCL CENEN RaL u akeatinet 40,400: 00: 
As Re balsPrt ce 8 Mp pec eut 0 8 li PN Oe nau Gr Mn ES Ea ABET ol 164 00 
NG He siet eu LG iNe ae AN SPST Arata CUP Me. UDARMARA RR rTM ayesirs Ma Arc a CIR 4,562 67 
a 45,126 67 © 
Nova Scotia— 
Pieartac ta Ly ein Baahetele Atco e enteral an sta ag vate ea Pea a 104,595 71 
BW Bac ah sy otc Wl Mab scelirte MAD TIN 6 MURRAY A aU A AROS, 8 Sah BF 314) A 4,817 00 
dB Reiss) bape ratiy toa cd Aa AR pe aR MULAN nal RNP AAO SI A 13,252 32 
122,665 03 
New Brunswick— 
PROVIDER IVA INO AEM take RIB 2) ACR Tn ee LIL a ag 128,637 98 
Mainicipal bs) Guanes Ne diet Ne SM ee 4,966 45 
—- 133,604 43 
Quebec— 
Prov ingial 4.) Seco ee ee se eee ERIS Ltn 104,924 04 
MEGHIC Dade AR ee aE eRe aa en ae 782,089 10 
Separately Operated Properties’... ./..02i.8 6004 oie 72,528. 10 
959,538 24 
Ontario— 
PO Br Nei Ue tau ein Sitber ete eign 2 ai aa ae ere a a a 448,424 74 
BY BD a teh 9 a: 8 Umar ec asd Cy stg La a 4 ten SEIU MRC Fue. AAR AHN) 959,456 26 
der aye red Maw WPS ae OMENS) LZ DSN RSRIUM is AR Aa amid deer ONE of 4 69,977 42 
Separately Operated Properties...............-- 76,776 65 
1,554,635 07 
Manitoba— 
PPO EDICT LH Hie igty Gas RnR Oe, SGC Vani aee se tetree ar UTR ae aan 302,000 00 
VE ere CRE rss Sp Senay Geman Oe se hacia a hoes WRC es Piette ate tes 36,803 30 
Ba Reyer tur aelp ay Ne alam wrae Aiarloh <1 aR iE UN CI Den Vedi Mealy 31,419 26 
— — 370,222 56 
Saskatchewan— 
PO VLC ie te 8 a vere le he art ee aS 220,645 00 
NEW CIE) eis Pek ae dle alias 5 Saale cugteas aac at 10,252 00 
Roeder cia: at Ragan ee a carrer Ib! SCN aa 1,872 42 
232,769 42 
Alberta— 
Po vim ee wee cellars es a ahalloy ses AGT Mal bya as i aati Cleri 95,159 95 
IVE anri ed Peas)". PRR Enea calc te ON esha taal + le fe alone yp peeanameeta catia 161,150: 00: 
TEOBCT eS re Fe OE A). ESRI ts tat RA Te 20,731 46 
Separately Operated Properties............2.2005% 47,483 69 
324,525 10 
British Columbia— 
POV I I Reais ip cra ancl Dateien 273,923 60 
I Ros rhtect os? Enea amen nee UCL TY tea MUM ire 22 ETc hahea yy 5% 151,762 08 
Separately Operated Properties... 00.0.0. 605 eeiles 35,995: 54 
461,681 22 
Other Unallocated Taxes— 
Miscellaneous ASC 044 oe eee cle) se ee ert 2,420: 81 
Separately Operated Properties (Land Cos.).......... 238,066 99 
re 240,487 80 
Dota Cerin uaa ote aa ihe eo) DRS Grama aH Tighe Ianct ace or tba tee dale $4,980,748 76 
UNITED STATES 
Carriécrs: Taxing Act (19ST ate OSG side 8 ip oleie wha goeve ie opel or 620,580: 48 
Railroad Unemployment Insurance................+6.- 615,754 28 
Other Lares ee ya ee Ms Bie Sa. Se ae Bay Oo ial eats 1,588,216 02 
———_—_—_——__— 2,824,550: 78 
Total /United*os tates Sie. Sie PEO Seek os clare 6 ia Ree nem $2,824,550 78 
OTHER COUNTRIES—Great Britain, Mexico, Hong Kong, ‘Australia and : : 
New Zealand itn © Bah ie Gane COMA i RRL en ite UC ec a ae 30,937 02 


Total Canadian National Railway System.................. : 


$7,836,236 5 
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MINUTES OF PROCEEDINGS 


House or COMMONS, ROOM 277, 
‘Turspay, May 5th., 1942. 


The Standing Committee on Railways and Shipping owned, operated and 
controlled by the government, met this day at 4 o’clock p.m. Mr. J. P. Howden, 
Chairman, presided. 


Members present: Messrs. Bradette, Donnelly, Dubuc, Emmerson, Ferland, 
Gray, Hanson (Skeena), Harris (Danforth), Hazen, Howden, Jackman, Lock- 
hart, McCulloch, Maybank, Nicholson, Sanderson, Shaw, Sissons. 


In attendance: The officials of the Canadian National Railways, viz: Mr. 
Hungerford, Mr. Vaughan, Mr. Walton, Mr. Alistair Fraser, Mr. Cooper, Mr. 
Armstrong and Mr. Thompson; Mr. O. A. Matthews representing A. Touche & 
Co., auditors. Mr. C, P. Edwards, Deputy Minister of Transport with Mr. PF. 
M. Maclennan, Chief Treasury Officer. 


The Committee proceeded with the adjourned study of the Annual Report 
of the Canadian National Railway System for the year ended 31st December 
1941. 


Mr. R. C. Vaughan, with the assistance of Mr. N. B. Walton, Mr. W. M. 
Armstrong and Mr. T. H. Cooper gave the Committee all the information it 
required. 


On motion of Mr. Donnelly the said Annual Report was adopted unanim- 
— ously. 


Before the close of the sitting Mr. Shaw requested that his remarks of 
Monday evening, May 4th, in connection with his motion which had been subse- 
quently withdrawn together with the remarks of Honourable P. J. A. Cardin, 
be made part of the printed record as he stated the Clerk of the Committee had 
informed him that the debate on motions before a Committee was not ordinarily 
reported. 


Whereof Mr. Shaw moved, seconded by Mr. Maybank, 


That the Report of the debate which had taken place on the motion 
of Mr. Shaw (subsequently withdrawn) on Monday evening, May 4th, 
together with the remarks of Honourable P. J. A. Cardin be printed as an 
addendum to the printed report of proceedings and evidence of to-day. 


And the question being put on the said motion it was resolved in the affirm- 
ative on the following division: Yeas, 11; Nays, 3. 

Mr. McCulloch thereafter moved that the Committee adjourn to meet again 
at 8.30 in the evening. 


And the question being put on the said motion, it was resolved in the affirm- 
ative on the following divison: Yeas, 9; Nays, 5. 


At 6.00 o’clock the See adjourned to meet again at 8.30 o’clock in 
the evening. 
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EVENING SESSION 


The Committee met again at 8.30 o’clock p.m. Mr. yap Howden, the 
Chairman, presided. 


Members present: Messrs. Bradette, Donnelly, Emmerson, Ferland, Gray, 
Hanson (Skeena), Harris (Danforth), Hazen, Howden, Lockhart, McCulloch, 
Maybank, Nicholson, Sanderson, Shaw, Sissons. 

In attendance: The same officials listed for the afternoon sitting. 

The committee approved the following items of the Estimates for 1942-43 
as referred to it by the Order of Reference dated April 29th., 1942. 

400 Maritime Freight Rates Act, Canadian National Railway 


Foastern Eames V2 MRR Pecan Se ey $3,350,000 
401 Maritime Freight Rates Act—Railways other than Cana- 

dan: National: Railways: « .: °. Ge ee ee 900,000 
410 Canadian National (West Indies) Steamships Limited— 

Capital<Adyvanees. 0)... .). 35 Rae Ree ek a ee ie 20,000 
411 Prince Edward Island Car Ferry and Terminals Deficit 

te Mer pe rE 8h 7, CR ORAS Nal a 400,000 


The Committee afterwards considered the Report of A. Touche & Co., the 
auditors. | 

Mr. O. A. Matthews, representing the firm of auditors read the report and 
was questioned on certain aspects of the Report. . 

On motion of Mr. McCulloch the said Report was adopted unanimously. 

The Committee then took up the study of the Annual Report of the Cana- 
dian National Railways Securities Trust, for the year ended 31st December, 
1941. | 

Mr. F. M. Maclennan, the Secretary, read the report and was examined 
thereon. 

On motion of Mr. Gray the said Report was adopted unanimously. 

The Committee at this stage of the proceedings considered the Budget of 
the Canadian National Railway System for 1942. 

Mr. Armstrong read the items of the Budget and questions were put thereon 
to the officials of the Canadian National Railways. 

On motion of Mr. Donnelly the said Budget was adopted unanimously. 

On motion of Mr. Gray, the Chairman was instructed by the Committee 
to report the Items of the Estimates, approved earlier, to the House. 

The Committee recalled Hon. Angus L. Macdonald, the minister of National 
Defence for the Navy. The minister was examined on the question of the 
division of government-controlled transport business between the C.N.R. and 
the C.P.R. 

Mr. C. R. Vaughan and Mr. Alistair Fraser, President and Vice President 
respectively of the Canadian National Railways made statements following 
the testimony of the Minister of National Defence for the Navy. 

Mr. Maybank then moved that the Committee adjourn until 4 o’clock to- 
morrow afternoon, Wednesday, May 6th. 

In amendment thereto, Mr. McCulloch moved that the Committee adjourn 
until 10 o’clock the next morning, Wednesday, May 6th. 

And the question being put on the said amendment, it was resolved in the 
affirmative on the following division: Yeas, 6; Nays, 4. 

The motion as amended passed. . 

At 9.55 o’clock p.m., the Committee adjourned to meet again on Wednesday, 
May 6th., at 10.00 o’elock, a.m. 

ANTOINE CHASSE, 
Clerk of the Committee. 


MINUTES OF EVIDENCE 


Hovusr or Commons, Room 277, May 5, 1942. 


The Selected Standing Committee on Railways and Shipping met at 
4 o’clock p.m. The Chairman, Mr. J. P. Howden, presided. 

The CHairMAN: Gentlemen, when the committee rose last night it had 
just finished discussing a matter brought up by Mr. Shaw, and nothing further 
was proceeded with after that time. However, we did leave off proceedings a 
few days ago at page 20 of the Canadian National Railway system, and unless 
there is nothing else before the chair we will proceed from there. 

Mr. Jackman: Mr. Chairman, I wanted to ask the president what the 
arrangement is between the two railroads where traffic originates on one part of 
the journey is made on the other line? | 

Mr. Vaucuan: There are regular interchange arrangements between the 
railways at a great many points. They are all defined in the tariffs or by 
arrangement. I do not know— 

Mr. Jackman: Very generally you could tell me. I suppose it has to do 
with the amount of mileage, but is it very much worth the while of one com- 
pany to originate the traffic if most of it is carried on the other line? Is there 
an origination fee or a charge? 

Mr. VavcHan: It is generally considered in railway business that the 
originating line is entitled to the long haul. 

Mr. Jackman: Does that line only get that percentage of the total traffic 
charged which its rails bear to the total journey? 

Mr. Vaucuan: It is all done on a matter of division of charges which are 
agreed to beforehand. The originating line usually gets a larger proportion of 
the rate. 

Mr. Jackman: I am just wondering what the percentage is, or can you 
state without filing the whole tariff what the percentage is? 

Mr. Vaucuan: I do not think I could say there is a definite percentage. 
It is a matter of agreement in each case. I think that Mr. Fraser could give 
you more details than I can. 

Mr. Fraser: I think that is exactly correct. I do not think I could give 
you the figure. 

Mr. JackMAN: You mean between two points? 

Mr. Fraser: Yes, depending where the junction point is and the length of 
mileage and the circumstances. Generally speaking, the railway originating 
the traffic takes the larger proportion of the division—generally speaking—but 
there is no fixed rule. I can give you something better on that later. 

Mr. Jackman: I wonder if you can give an example. Let us say that a 
shipper in Vancouver ships via C.P.R. to Halifax. Now then, does the C.P.R. 
merely collect so much per mile to Montreal and then the C.N.R. gets the 
equivalent fee from Montreal per mile? 

Mr. Fraser: I do not think it is necessarily on a mileage basis. They 
would get a certain proportion of the rate if it was transferred at Montreal. 
- They might get the same proportion, that is mileage proportion, or a different 
one if it was interchanged at, say, St. Rosalie junction, and a different one if it 
was interchanged at North Bay. There are many junction points. I will give 
you an answer to this specific case. 
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Mr. JackMAN: Is there a schedule between the two railways as to every — 
junction point? 

Mr. Fraser: Yes, that is right; but if you would like the specific case 
I will give you the actual division. 

Mr. Jackman: I am more interested in the principle as to how valuable 
it is to one railway to originate the traffic. | 

Mr, Fraser: It is valuable. 

The CuatrmMan: If there are no further questions let us proceed to page 
21 of the report. | 

Mr. NicHotson: Before you go on to page 21, there was an item which 
stood over from last week in connection with the protective service on page 
15—a question which dealt with the cost of living bonus; I wonder if there is 
any statement on that? 

Mr. Wauron: The situation in regard to the security guards is that at 
the time they were put on they were paid a rate of $2.50 per day of eight 
hours. In the summer of 1941 that rate was increased to 40 cents an hour for 
an 8-hour day or $3.20 a day. Following that the question came up as to 
whether those men were entitled to a cost of living bonus in view of the pro- 
visions of certain Orders in Council covering the application of the cost of 
living bonus. The matter was developed with the National War Labour 
Board which was the authority in such matters and the cost of living bonus 
had risen five points between the date of the increase in pay granted these 
men and February 15th, which is the specified date on which anyone who has 
not previously been granted the bonus and who qualifies for it will begin to 
receive the bonus. Each rise of one point in the cost of living being equiva- 
lent to 25 cents a week to the recipient it was ruled that a bonus of $1.25 per 
week will be payable to these men. A formal application has been made to 
the National War Labour Board which undoubtedly in view of their opinion 
will be approved and once that approval is received these men will be paid the 
$1.25 per week in addition to their rate of 40 cents an hour, retroactive to 
February 15, to cover the cost of living bonus. I think the question was 
asked last week as to whether those men worked seven days a week. They do. 
It would not cost the railway any more to work them for six days a week 
and to give them release for the seventh day because the man relieving would 
be paid the same amount of money, but it is a difficult matter to relieve them 
one day a week. In the great majority of cases they are at a rather inacces- 
sible point where trains do not stop, and it was decided to work them the seven 
days a week, thinking that possibly they would lay off from time to time for 
a longer period, in which case relief could be arranged where it is a difficult 
matter to do it every week for one day a week. 

Mr. Harris: Mr. Chairman, I would like to ask the witness where he 
gets the idea that he can express an opinion that the Regional Board or the 
National Labour Board will consent to this. 

Mr. Watton: They have intimated— | 

Mr. Harris: How can they intimate when you have not had a hearing. 

Mr. Watton: It has been carried on by correspondence with them. 

Mr. Harris: Mr. Chairman, that is very irregular. I cannot just under- 
stand how the National War Labour Board could possibly intimate that such — 
a thing was going to transpire, no hearing having been held. If that obtains 
with regard to the railways why should it not obtain with regard to all other 
industries. At the present moment, as the officials well know, the National 
War Labour Board and the Regional Board have agendas two or three weeks 
ahead of them and they are unable to keep up with the work. They are work- 
ing nights and Sundays trying to catch up with their work on ayiplications 


RAILWAYS AND SHIPPING 183 


such as the one spoken of here; and I would like to know how this witness is 
able to get this information. 

Mr. Watron: All I know is a submission was made to them, and that 
that information— 

Mr. Harris: Signed by whom? 

Mr. Watton: By our Director of Labour Relations who handles such 
matters. 

Mr. Harris: And who else? The employees? 

Mr. Wauron: I do not know that they were a party to it. What we were 
applying for was clarification of the situation in view of the Orders in Council 
governing the application of the cost of living bonus. 

Mr. Harris: That opinion is the opinion of the system—the Canadian 
National Railway system opinion. 

Mr. Watron: We expressed what was our understanding. 

Mr. Harris: Quite. 

_ Mr. Wauron: And it was intimated to us that our understanding was cor- 
rect, but we are not actually putting it in effect until we receive the formal 
approval. 

Mr. Harris: But you are agreeable to putting into effect this extra $1.25? 

Mr. Wauton: That is correct. 

Mr. Harris: The first question under the section of the Act that has to do 
with the conduct of the National War Labour Board and the Regional Boards 
is that an application is made by a corporation of this kind and the first thing 
is to get the signatures of the employees concerned and to make it a joint — 
application. In that case, of course, there is some hope for it going through; 
otherwise, you have those charged with the responsibility of holding down the 
cost of living, the Wartime Prices and Trade Board, having some say about the 
matter. Has that situation been canvassedi? 

Mr. Watton: Not by us. 

Mr. Hares: I understand, Mr. Chairman, from the witness that the 
employees concerned in this matter have not signed an application to the National 
War Labour Board or to the Regional Board; is that right? 

Mr. Watton: I believe so. 

Mr. Harrts: In this case only the Canadian National Railway system has 
made an application? 

Mr. Watton: As far as I know, yes. 

Mr. Harris: Mr. Chairman, I am very anxious not to embarrass this 
particular situation, but it is within the possibility that this committee might 
ask that that correspondence be filed. I am not going to ask that it be filed for 
this reason that if it is filed then you can see immediately, Mr. Chairman, that 
all other industries across Canada, many of whom are waiting for the board to 
catch up with its decisions and many thousands of employees who are chafing 
at the bit and dissatisfied to-day in industry while they are waiting upon the 
National War Labour Board, will in like manner want intimations if they cannot 


get a hearing. You see the practice of indicating that an intimation came from 


the National War Labour Board is a very serious matter and something which 
should be given very serious consideration before it is said publicly that they 
have an intimation that such and so is going to happen when it concerns the 
operation of an Act which is trying to keep the cost of living down and which is 
trying to control wages and which is trying to give some standing to the National 
War Labour Board and some strength to these Regional Boards. Now, one of 
these Regional Boards will meet in Ottawa this week; probably it is here now; 
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and those people will be 4 little bit shocked when they get this evidence that 
an intimation has been given that such and so is going to transpire. 

Mr. Donnewiy: Are the men thmselves satisfied? 

Mr. Maysanx: If it was intimated, and in the question asked Mr. Walton 
he simply says what the facts are, I do not séé what we ¢ah do about it, “Tt is 
there in the evidence that the intimation has been received. I do not think there 
is anything wrong with Mr. Walton having come to that conclusion. 

Mr. Nicuotson: Mr. Chairman, you mentioned that the wage rate is 
40 cents an hour. What is the rate paid for Sunday? 

Mr. Watton: The same rate. 

Mr. NicHotson: What is your policy regarding Sunday wage rates on the 
system? 

Mr. Watton: In some cases higher than normal rates are paid and in 
others not. 


Mr. Maysanx: Large numbers of people on the railroads work any day 
at the same rate? 

Mr. WALTON: Yes. 

Mr. Maypank: Transportation men? 

Mr. Watton: Yes. 

Mr. Braperre: There is a question I want to bring up, if I am in order 
at the present time. I have brought it up in previous years. It is in conhection 
with these men on the spare board. There are thousands of them at the present 
time who are mostly employed, but that did not apply prior to the war. I know 
of some young men who were kept in that board from twelve to fifteen years and 
who were making an average, in some cases, of about $30 A month, or $360 a year. 
I readily understand the situation of the railway companies, the C.P.R. and the 
C.N.R., who try to have a pool of trained men at their beck and call at any 
time. It is only natural that they want to have 4 pool or reservoir of manpower. 
However, I maintained then and I maintain now that those men should get no 
less than a minimum wage of $900 per year if they are to be kept oni that waiting 
list. I readily understand that tow those men Are employed, because they are 
trained men. That applies more particularly to firemen and brakemen, I 
understand also that the labour organizations do not want to do anything about 
it. I believe it is in co-operation with the labour organizations that this started; 
but I maintain, for the sake of those young men, that they should not be kept 
at the beck and call of any organization for fifteen years or even for two years 
at these minimum wages. I am making that appeal again with all the sincerity 
that I possess, because I know many men have lost heart. I have seen some of. 
them break down and ery in my office, saying, “What am I going to do?” There is 
more than that to it. If these young men, after waiting on that list for three 
or four years, go back to some other occupation such as insurance, then they 
lose any seniority they may have had. I know of cases in my own home town. 
There was a fine returned man who went into the insurance business. Now 
that the C.N.R. is badly in need of these trained men, he can get on again, but 
he has lost his seniority. I believe these Ate injustices that thé management 
should properly look after. It is not a reflection on any of the railway com- 
panies. They all work on that principle. But I believe it is the wrong principle 
at the present time. 

Mr. VaucHAN: If the railways have work, they are glad to give it to the 
men. But if they have not got work, they cannot give it. 

Mr. Braprerre: You have that pool at your disposal. It is very beneficial 
to the railway companies. 

Mr. VaucHAN: That is done by consent and by arrangement with the 
organization. 
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Mr. Braperre: I know all that, but I still maintain that it is very unfair 
to these young men. These big railway cotporations have a potential of trained 
men, men who hope eventually to be permanent, who wait for many years on 
not even starvation wages, not making enough to keep body and soul together. 
When the railway company calls any of these men, they have to answer the 
call or they are out of it. There is an absolute injustice on that score. I believe 
the only remedy to it would be to give a minimum wage of $75 a month, I mean 
exclusive of what they may actually earn from actual work on the railway. 


That is my contention on that score. 


Mr. VauaHan: That is something that the railways could not possibly 
afford. 

Mr. Braperre: Well, the railways could take the load because they are 
getting that manpower for the benefit of the railway system or the service. 

Mr. VaucHaN: That is an unfortunate condition of employment brought 
about, of course, by the depressed conditions and the lack of work for those men. 

Mr. Brapette: I know that. 

Mr. VaucHan: The fluctuation of business. 

Mr. Braverre: I fully realize that. That is all the more reason that these 
men should have a certain amount of protection. We talk now of bonusing the 
men with a cost of living bonus. That certainly never applied to these fine 
young men that were kept there idle most of the time for a number of years— 
not months, but years. 

Mr. Vaucuan: No one regrets that more than we do, but I cannot see any 
possibility of correcting 1t. 

_ Mr. Braperre: There is a possibility if we forget the financial factor and 
think only of the human factor that is involved. There 1s no corporation, private 
or governmental, which could ever expect to have a large number of men, some 
partially and some of them very well trained men, to be at the beck and call of 
these big corporations at the time they want them, and these men can properly 
say they should not be. I maintain it is absolutely wrong principle. 

Mr. Vaucuan: It is a difficult situation, but it is one we cannot do 
anything about. 

Mr. Braperre: Oh, I would not say that. If the company would just give 
its ears. to the thousands of these men, it would certainly find a solution of the 
problem. It might cost some money to the railway systems, but I believe it 
would be money well spent. Can you visualize the federal government or the 
civil service maintaining the same kind of pool, or any other organization? 
They do not do it in lumber corporations. They do not do it in steel corporations. 

Mr. VAucHAN: Of course, these men work 100 per cent of their time. Our 
men do not. They work when there is work for them to do. 

Mr. Braperre: I know. But take-a man that is a permanent man. He 
gets the minimum mileage every month and gets his minimum pay. That man 
makes a decent living; that is, a man that is permanent makes a decent living, 
but not a man on the spare board. He is left in the lurch. 

Mr. VaucHAN: These matters have been discussed many times with the 
labour organization and we believe the best arrangement that could be made is 
in existence now. The railway could not possibly afford to pay a minimum 
wage to these men such as you suggest, or we would be worse off than we are 
now; and I am sure none of you gentlemen want that. 

Mr. Braverre: You would be worse off financially, you mean? 

Mr. VaucHan: Yes. 

Mr. BrapEette: Would the service be worse off? 

Mr. VAucHAN: It would not be any better off. 
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Mr. Braperte: It would not be any worse off. It would be better on that 
score. You have some men who are not satisfied and who cannot be satisfied. 
That is the only way that any new railway man can graduate into the trained 
man’s class. There is no other way now. 

Mr. Vaucuan: It is a matter of regret to us that we have no work to give 
them; but if we have not got the work, we cannot do it. 

Mr. Braperre: I do not mean lack of work. There is a big principle here. 
If the railway corporations can do it, they should take hold of this. It is most 
unfair to these young men to expect them to sacrifice the best years of their 
life without proper remuneration. 

Mr. Locxuart: Mr. Chairman, there are many branches of seasonal employ- 
ment throughout the country where that applies more or less. 

The CuatrmMan: Really, I believe it is the railway train organization that 
makes it difficult for these pools. 

Mr. Emmerson: Mr. Chairman, is it not a fact that sometimes these men 
on the spare board are given leave of absence? 

Mr. VaucHan: Oh, yes. 

Mr. Emmerson: To take other employment? 

Mr. VauGHAN: Quite so. 

Mr. Emmerson: And still maintain their position on the seniority list? 

Mr. Vaucuan: And still maintain their position on the seniority list, and 
their pension rights and things of that kind. : 

Mr. Braperrn: You can get tickets of leave for a year; but no more than 
a year, though. 

Mr. Watton: A good deal of consideration is given along that line to try 
and give them an opportunity to get seasonal work elsewhere when we can 
possibly spare them. 

Mr. Emmerson: Or give them work on the railway in other crafts? 

Mr. Watton: Yes. There is some of that too. In many cases where a 
man has some other employment, he has said to us, “ Now, I am working for 
the time being. If you can get along without me, all right; I should like to 
continue where I am.” He has been granted an extension of leave in order 
to try and bridge this gap. Mutually satisfactory arrangements of that kind 
have been made in scores of case just to help the proposition out. 

Mr. Braperre: I appreciate the situation of the railway companies. They 
must have a certain amount of men to run their trains and their services. But 
I know of some instances where a married man would make about $300 a year. 
The thing was absolutely impossible. .If they were too long away from the 
railway system, they were out of it. There should be a remedy. Even it cost 
a bit of money to the railway companies, it should be overcome. I do not 
know what would be the proper way to do it. 

Mr. VauacHan: I do not see how we could adopt the principle of paying 
me when they are not working any more than any other industry in the country 
could. ; 

Mr. Braperre: They would have to work. They do work a certain amount 
during the year. Suppose we made a minimum of $600 a year. Would that 
be a big discrepancy? | 

Mr. Vaucuan: It would cost us money which we could not possibly afford. 
and would be a consideration given to them that men in no other industry 
receive. 

Mr. Braperra: Of course, you do not get any other industry like yours 
with a big reservoir of men that are at your beck and call any time you want 
them. You do not get that in any other industry but the railway companies. 
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Mr. Vaucuan: I do not think there is any industry that deals more gener- 
ously with its men than the railways do. 
Mr. Braverre: The men that are permanent. I grant you that. But not 


the class of men I have just mentioned. 


Mr. Nicuoison: Along the same line, I have had some correspondence in 


connection with a man who was qualified and had been appointed as brakeman. 


He qualified during the depression years. But he was too young when he was 
first qualified to work. He is now too old, apparently. What are your regu- 
lations regarding age limits for taking men and are any adjustments being 
made to engage older men? 

Mr. Watton: Yes. We have eased those regulations some in the last year, 
in view of the labour demand and the available supply. 

Mr. Nicuotson: How old do you have to be to qualify for a brakeman, 
for example? 

Mr. Watron: Well, ordinarily we would rather not engage a man in train 
service over thirty-five, but we have in recent months been prepared to ease 
that somewhat, if his physical condition is satisfactory for the kind of work he 
is going to be engaged on. 

Mr. Nicuotson: That is the maximum age. What is the minimum age 
that has been in effect? 

Mr. Watton: ‘Twenty-one. 

Mr. Emmerson: May I ask, Mr. Walton, is that a system policy or a 
regional policy? I am speaking of the age limit. 

Mr. Wauton: It is really a system policy, although I would not say that 
it has been absolutely adhered to, to the letter. 

Mr. Maysanx: You were telling us about the bonus problem with relation 
to the protective services. Have you any other difficulties before you at the 
moment with any types of labour relative to the bonus or are they all settled up. 

Mr. Watron: No. I think everything is settled up and the bonus in full 
effect for all branches of service where it is applicable. 

Mr. Maypank: I met a man in the halls who was dominion chairman of 
the brotherhood organization. While we spoke for only a few minutes, | could 
see from the way he spoke that he had a grievance in his mind with reference 
to the bonus. 

Mr. Watton: Qh, yes. 

Mr. Maypanx: That man was chairman of the C.P.R. lines rather than 
the C.N., but they have moved along together. 

Mr. Watton: Yes, they have moved along parallel lines. I should have 
said this, that while the bonus is in effect for all branches of the service, there 
is a submission going forward—in fact, I think it has been given, in the last 
two or three days, to the National War Labour Board—in regard to the 
method of application in certain cases in the running trades, in instances where 
there is partial absence from duty during the month. It is related to the 
question of mileage rather than hours. It really needs some clarification by the 
War Labour Board. The brotherhoods have made their submission and the 
railroads, acting jointly, have made their submission. It 1s really in regard to 


‘certain points of the application of the order. In the meantime payment is 


being made on what we understand to be the basis. If it is ruled that we are 
incorrect in certain of these cases, corrective steps will be taken. But it will 
only be a small number of cases out of the total that will be affected by such 
ruling as might be handed down. | 

Mr. Maypank: I gathered from his language that this man was pretty 
mad. He was talking railroad talk. 
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Mr. Watton: Well, the great majority of the men are getting the full 
bonus, but it is in respect to a certain number of days absent per month and 
the mileage involved that causes this present clarification to be called for. 

Mr. Mayspank: Would it be something like this? Take a brakeman, for 
example, who works two-thirds of the month and he is unable to work the other 
third; that is, by seniority he is unable to work the other third. He would only 
get two-thirds of the bonus? 

Mr. Watton: That is one of the questions. There are one or two others. 

Mr. Maypank: Then, on the other side, is the question of the living bonus 
—he has to live the one-third—and whether he ought to get it. 

Mr. Watron: Also certain cases where a number of days are lost in the 
month, the mileage made in proportion to the total month’s mileage varies and 
the proportion of the days worked varies to the days in the month, It is a 
little lengthy to cover in detail here, but it is purely a matter of asking the War 
Labour Board what these Orders in Council mean, and we will be governed 
accordingly. 

Mr. MAyBank: Is it just purely that? Are you just taking a neutral 
position? 

Mr. Watton: No. We have made a submission as to what we think is 
the proper understanding and the men have done the same, and the National 
War Labour Board is the arbitrator in the case. 

Mr. Mayspanx: And you are not in agreement? 

Mr. Watton: Not on those points. In the general application of the 
bonus, yes, but not on those particular, what might be called more remote points. 
Mr. Mayank: Is there much money involved? 

Mr. Watton: No, very little, I think, in total. 

Mr. Maypanx: Does it cover all parts of Canada? 

Mr Watton: Yes; it would be applicable country-wide, whatever deci- 
sion is handed down. 

oe Maypank: And chiefly in the transportation section, the running 
trades. 
Mr. Wanton: It is entirely the running trades that are involved because 
of their varying conditions of work as related to mileage and so on. 

Mr. Maypanxk: Then there is no other fixed problem, I understand, that 
you have? 

Mr. Watton: No. 

Mr. Maypank: Excepting as it applies to the protective service and the 
running trades. 

Mr. Watton: That is right. 

Mr. Maypanx: Each in a different way? 
Mr. Watton: ‘That is right. 

Mr. Maypanx: And have you any intimation as to when you would get — 
judgment on this last mentioned matter? 

Mr. Watton: No; we are waiting to hear. 

Mr. Maypank: Has it been before the National War Labour Board for 
a long time? 

Mr. Watton: No; it was completed, as I recall it, just at the end of last 
week, possibly the middle of last week. and went forward to the board then. 
_ Mr. Maypanx: Did it get the right-of-way over other matters or will 
it take a long time? 

Mr. Watton: I do not know. 

Mr. Maypank: Have you any idea? 
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Mr. Watton: I have no idea. 

Mr. MayBank: ‘That is all I had to ask. 
Mr. ARMSTRONG; ; 

The CHAIRMAN: Page 21. 


INVESTMENTS IN AFFILIATED COMPANIES 


Amount Owned 


Amount by 
Biocks: >. Company Outstanding Can.Nat.System Book Value 
Atlantic and St. Lawrence Railroad Company $ 5,480,700. 00 $ 12 B24) 33. o> 9,168.13 
The Belt Railway Company of Chicago..... 3,120,000 .00 240,000.00 240,000.00 
Canadian Government Merchant Marine, 

[babe ntnmexal eaten cdo & ANGIE SiS Dae ACOUSMeT ne CuenCeMen) > 800.00 800.00 800.00 
Central Vermont Transportation Company. . 200,000.00 50,000.00 20,000.00 
Chicago & Western Indiana Railroad Com- 

PAE edi Re PAU OSE ope Se) ONE RR 5,000,000 .00 1,000,000 .00 1,000,000 .00 
The Detroit & Toledo Shore Line Railroad 

Ciaim pany we abl pes ee eee ete) Be 3,000,000. 00 1,500,000 . 00 1,887,000 .00 
Detroit Terminal Railroad Company ....... 2,000,000 .00 1,000,000 .00 1,000,000 .00 
Northern Alberta Railways Company....... 625,000.00 312,500.00 312,500.00 
The Ontario Car Ferry Company (Limited) 500,000.00 250.000 .00 179,007 :53 
The Public Markets, Limited ............. 1,150,000 .00 575,000.00 575,000.00 
Railway Express Agency, Incorporated (no 

RAT WAG). be ia ptosis seas esiaipgi st sinie, dr > + aes 1,000 shares 6 shares 600.00 
The Toronto Terminals Railway Company. . 500,000.00 250,000.00 250,000.00 
The Toledo Terminal Railroad Company.. . 4,000,000.00 387,200.00 387,200.00 
Teans-Canada Ait Lamesy spore pels © = pieces 3,750,000 .00 3,750,000 .00 3,750,000 .00 
Vancouver Hotel Company Limited........ 150,000.00 75,000.00 75,000.00 

$ 9,686,275.66 
Bond 


8: 
Atlantic and St. Lawrence Railroad Com- 
BYE 1 UE ek MOOR ees SAL los. «5 $ 3,000,000.00 $ 3,000,000.00 $ 3,012,040.00 


BES GLACE i es oie tecs Vote sre oteceiel oa) + 2 > ahem 20,300,000.00° 10,150,000.00 10,150,000 .00 
The Toronto Terminals Railway Co. Ist 
Mortgage Bonds: ..1...04. 2... APIS: 25,610,000.00  12,805,000.00  12,805,000.00 


$25,967,440 .00 


Advances: 
Chicago & Western Indiana Railroad Company.........-.ses eerste teense $ 1,734,340.18 
The Railroad Credit Corporation. ..... 5 Sikes esse len eee e sehen se ttre 157,579 .96 
Railway Express Agency, Incorporated .........e eset rere eee teen teens 107,026 .82 


$ 1,998,946. 96 
$37,652,262 .62 


MAJOR CONTINGENT LIABILITIES 


Trans-Canada Air Lines: 


The Canadian National Railway Company owns $5,000,000 of the Capital Stock of the Air 
Lines on which total call to 31st December, 1941, has been $3,750,000. 

Northern Alberta Railways Company: 

The Canadian National Railway Company owns $3,125,000 of the Capital Stock of the Rail- 
ways Company on which total call to date has been 10%. 

Under agreement of purchase dated 6th February, 1929, Canadian National Railway Com- 
pany became liable for one-half of the purchase consideration for the property. This obligation 
was later assumed by Northern Alberta Railways Company which took title to the property. 
Ags of 31st December, 1941, the commitment of the Canadian National Railway Company was 
$4,710,000 of which $3,500,000 has since been discharged. The Canadian National Railway 
Company takes up currently in its income account one-half of the annual deficit of Northern 
Alberta Railways Company. 

The Detroit, & Toledo Shore Line Railroad Company: 

Assumed by Grand Trunk Railroad Company as joint and several guarantor by indorsement 

of principal and interest of $3,000,000 First Mortgage 4%—50 Year Gold Bonds due 1953. 


‘The Toledo Terminal Railroad Company: 


Assumed by Grand Trunk Western Railroad Company in respect of $5,800,000 First Mort- 
gage 44% —50 Year Gold Bonds due 1957. The guarantee is as to interest only and is several 
and not joint. Grand Trunk Western’s proportion is 9°68%. 

Chicago & Western Indiana Railroad Company: 
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Assumed by Grand Trunk Western Railroad Company, pursuant to joint supplemental 
lease dated Ist July, 1902, between Grand Trunk Western Railway Company and four other 
proprietary companies. Obligation is for repayment of principal of bonds at their maturity, 
and of interest as it falls due by way of annual rentals. The Grand Trunk Western’s obligation 
is for one-fifth of the bonds issued for “common” property and the entire amount of bonds for 
its “exclusive” property. The Bonds are Consolidated Mortgage 50 Year 4% bonds due 1952 and 
the amounts outstanding at 3lst December, 1941, are:— . 


Issvied for common property. 6 6c\2 Css us eh cad $39,973,019. 39 
Issued.for “exclusive {property i040... ee Te RS 252538006 


Assumed by Grand Trunk Western Railroad Company pursuant to joint supplemental lease 
dated Ist March, 1936, between Grand Trunk Western Railroad Company and other proprietary 
companies. Obligation is to pay as rental sinking fund payments sufficient to retire bonds at 
maturity and interest as it falls due. The Grand Trunk Western’s proportion is one-fifth in 
the absence of default of any of four other tenant companies. The bonds are First and 
Refunding Mortgage 44% Series “D” Sinking Fund Bonds due 1962 and the amount outstanding 
at 31st December, 1941, is $20,472,000. 

C.N.R. Pension Plans: 

Reserves are not set up against pensions presently being paid or conditionally accruing 
under the 1935 contractual plan and prior non-contractual plans. Actual pension payments made 
at the expense of the Railway are charged currently to operating expenses. 

Pension contracts in force under the 1935 contractual plan number 4,428, the average annual 
pension is $481, the total annual pensions being $2,130,600 representing a capital sum of approxi- 
ately $18,000,000. The portion of this sum contributed by retired employees is carried in the 
accounts as a deferred liability against which funds have been separately invested. 


Mr. Harris: Before you reach that, Mr. Chairman, will there be filed a 
statement in the case of those companies that are wholly owned by the two 
railway companies? For example, the Toronto Terminal Railway Company 1s 
owned and operated jointly by the Canadian Pacific and the Canadian National 
Railways. We should have some sort of a statement, Mr. Chairman, of their 
affairs. 

Mr. VaucHan: I do not think they publish an annual.statement, Mr. 
Harris. The two railways really just pay them sufficient rental to enable them 
to break even. 7 

Mr. Harris: Is there any way, Mr. Chairman, of finding out about their 
operations? Failing that I would put a specific question. ‘ 

Mr. VaucHan: We certainly can get you some information with regard to 
the operations. 

Mr. Harris: I think perhaps the President recalls that when this company 
was first formed the idea of forming it was to facilitate the movement through 
Toronto and facilitate the construction of the viaduct and getting that railway 
situation into some sort of order out of the chaos that obtained previously, 
among other things the industrial area to the south. I think evidence will show 
that 1t was necessary for the Toronto Terminals to have an agreement with the 
Toronto Harbour Commissioners and that was revised again. First the Cana- 
dian National Railways years ago did all the work there. Now both railways 
are doing it. Would the President care to have a statement submitted as to 
who is conducting that work now in the city of Toronto, who is responsible for it? 

Mr. VaucHAN: There is a manager of the Toronto Terminals who conducts 
all that work. He has charge of the Terminal property which comprises the 
joint company; that is, the company that is owned jointly by both railways. 

Mr. Harris: Have you any statement of their transaction? 


Mr. VaucHan: We will get a statement; we can file an income statement 
of the company with you. 


Mr. Harris: Would that statement show what assets they own? 
Mr. VaucHAN: Yes, it will. 
Mr. Harris: And the property over which they have jurisdiction? 


Mr. VAUGHAN: I do not think the statement would show or give that 
information ; but we ean certainly have a statement filed containing any informa- 
tion you want in that connection. 
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Mr. Harris: That does not seem to be very definite, Mr. Chairman, or 
rather there does not seem to be any definite understanding as to who is who 
with regard to the Toronto Terminal Railway, and it is very difficult to find out 
who is operating it or what their plans are. My view, Mr. Chairman, is that as 


‘a member from the Toronto area, inasmuch as this is a government-owned Cor- 


poration, that we have the right to know what the policy is with regard to the 
operation of the Toronto Terminals Railway. 

The CuatrMan: Is the Toronto Terminals Railway a government-owned 
proposition or— 

Mr. Harris: No, it is jointly owned by the Canadian National and the 
Canadian Pacific railways. I would rather you asked that question of the 
president; I am not a witness. 

The CHAIRMAN: We have the same condition in Winnipeg. I do not know 
how far our jurisdiction would go in demanding a statement, that is all. 

Mr. VauGHAN: We will be glad to file a statement showing the arrange- 
ment in effect between the two railways, and just what work each railway does 
and the territory covered in the terminal. 

The CHAtRMAN: Would you desire to have that statement filed? 

Mr. Harris: I should like to have that, Mr. Chairman. I should like to 
have that for a period of, say two years, a comparative statement for two years 
back. ‘There have been ‘changes going on which those of us in this committee 
should know something of and we do not. We have a responsibility to discharge. 
We did not get a statement last year. 

The CHarrMAN: As a member of the committee you could certainly ask for 
it and no doubt we will endeavour to get it. 

Mr. VaucHan: There is no reason whatever why such a statement should 
not be filed. 

Mr. Harris: With your indulgence, sir, I should like to have it for two 
years. 

The CHarrman: All right, that will be handed in. 

Mr. JackMAN: I notice the accounts are entitled, “ Consolidated Account,” 
and in relation to these investments in affiliated companies, do you take into 
your consolidated income account or surpluses any profit or loss which might 
have obtained in respect to any of those affliated companies? 

Mr. Cooper: I would say yes in every case except the Trans-Canada Air- 
ways, which is separately reported. 

Mr. Jackman: And the profit last year on the Trans-Canada was not . 
transferred to the parent company? 

Mr. Cooper: No. 

Mr. Jackman: But in respect of all the rest of those affiliated companies, 
even though you have less than 50 per cent ownership in them, you do take 
in the profit or loss in respect of each individual company or a share of it 
represented by your ownership, into your consolidated operating statement? 

Mr. Cooprmr: Well, no, I would not say that. If these companies are 
operating at a profit and they distribute their profits to the shareholders we 
would get our share proportionate to the amount of stock held. That would be 
taken into our income account. 

Mr. JAcKMAN: Do these affiliated companies operate at a profit or at a 
loss? You might have a hidden profit or you might have a hidden loss if you 
did not incorporate it 

Mr. Cooper: You would have to take them one by one, Mr. Jackman. 

Mr. JackMAN: Generally speaking, can you give me an expression of 


opinion or are they mostly service companies operating without profit or loss? 
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Mr. Cooper: The Belt Railway Company isa profit company. We take 
in whatever dividend that company distributes during the year. 

Mr. Jackman: Of course, we have to go back one step further than that. 
I might earn a lot of money and not declare a dividend. I am more interested 
in the real earnings of the companies than in the dividends declared. 

Mr. Cooper: No; the Belt Railway Company must declare dividends to 
its proprietary tenants if it has sufficient net earnings. In fact it has sufficient 
net. earnings because the terms of the working agreement are such that the 
tenants must pay as rent a sufficient amount to meet all the working expenses 
and pay six per cent on the capital to the proprietors. 

Mr. JAckMAN: This dividend is distributed, then, more or less mandatorily? 

Mr. Coopmr: Yes. | 

Mr. JaAckMAN: I think you know what I am aiming at in connection 

with— 
Mr. Cooprr: I think I can answer it this way, Mr. Jackman: there are 
no losses in those controlled or affiliated companies which are not being ade- 
quately protected in the income account of the Canadian National Railways. 
We are not piling up through these outside investments losses which are not 
fully protected in the income account of the consolidated system. 

Mr. Jackman: Are there not undisclosed surpluses that you might have 
taken into earnings apart from these $300,000, which is rightfully yours, but 
at the present time in the coffers of the Trans-Canada? It is your money, 
you know, the whole thing. 

Mr. Cooper: In the case of Trans-Canada, of course, the Canadian National 
Railways owns the entire capital stock, $3,750,000. The arrangement there is 
that ‘Trans-Canada pays five per cent interest to the Canadian National Rail- 
ways on the stock held by the Canadian National Railways. 

Mr. JAckKMAN: You do get five per cent on that? 

Mr. Cooper: We get five per cent. The $300,000 surplus of the Trans- 
Canada is after paying all interest, and the surplus of $300,000 is retained by 
the Trans-Canada and does not come back to the Canadian National Railways. 

Mr. JAcKMAN: So in other words, the Trans-Canada pays the C.N.R. 
$187,500 interest, which was five per cent on the capital, and then earned 
$300,000? | , 

Mr. Cooprr: That is right. 

Mr. Harris: And received a subsidy from the Post Office Department. 
Mr. Jackman: That interest has been paid right along by Trans-Canada? 
Mr. Coopmr: Yes; it is required to do so under the terms of the Trans- 
Canada Act. 

Mr. Jackman: In connection with any of those other investments in affili- 
ated companies there is no very large account that has not been distributed? 
Mr. Cooper: No. 

Mr. Jackman: What principle generally do you apply as to whether you 
will consolidate the earnings of a subsidiary company in the statement of the 
C.N.R. system? | 

Mr. Cooper: If we own more than 50 per cent; that is to say, if we fully 
control the operations of a subsidiary then it is included in the consolidated 
statement. 

Mr. Jackman: Whatever proportion of the stock is owned by the C.N.R., 
that proportion of the losses or profits is incorporated in the C.N.R. statement 
as a consolidation? 

Mr. Cooper: No, I would not say that. If we have a majority interest in 
a deficit company the conservative method would be to protect the complete 
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The CHarrMAN: Let us go on to page 22. 

Mr. Hazen: What is the Railroad Credit Corporation referred. to here 
on page 21? 

_ Mr. Coorrer: It is a company which was organized in the United States under 
de - the direction of the Inter-State Commerce Commission.» The Commission gave 
a certain freight increases, I think around the year 1930, and all the railways were 
expected to pay in to the corporation the revenues accruing to them by reason 
i of such freight increases, and out of the pool which was thus created advances 
were made to the weaker lines. It was a case of the strong roads being called 
upon to help tide over the weaker roads for a temporary period. The advances 
were made in that way; and they are being repaid as the weaker lines find 
_ themselves in a position to make the repayments. A very substantial portion, 
_ I would estimate something like 80 per cent, of the amounts which our United 
_ States subsidiaries advanced to the Kail Credit Corporation have ben repaid 
ig to us. 
_ Mr. Jackman: I am still not clear as to why you should incorporate the 
- an loss of the subsidiary in which you: own the majority of the stock; because, 
~ when the company makes a profit you certainly cannot incorporate all of the 
profit, some of it belongs to the minority shareholders. 

BS The CHAIRMAN: Page 22. 

Mr. JAcKMAN: Just a moment, there is a question before the committee. 


3 Mr. Coorer: I will put it this way, Mr. Jackman: if we owned 90 per cent 
_ of the corporation and it was operating in conjunction with our system and that 
- corporation failed to pay its operating expenses and its fixed charges we, as the 
' parent corporation, the controlling corporation, the majority stockholder, would 
have to advance the deficit. Now, that advance would not be a sound asset to 
_ carry, I submit; unless you have very substantial grounds for believing that the 
next year, or in the immediate future, the situation might change and the sub- 
ee sidiary be in a position to repay these advances. I submit the sound method of 
ig _ accounting would require us to absorb the entire advance and show an income 
loss on that subsidiary in our accounts rather than to carry it forward as a 
collectible asset. 


; Mr. JACKMAN: Suppose a grain elevator company operated at a loss—as in 
! % a case like the one pier ace yesterday a a Cen eee: and then for some 


P to you the deficit advances which you made to them which you have charged 
_ against the operating results of some previous year and have no record on the 
a asset side of your books because you see it is not a valid asset. 


j Mr. Coorrr: I do not like discussing hypothetical cases, but I can refer you 

to an actual case, that is the Montreal and Southern Counties Railway. That is 
a railway operated just south of Montreal... We do not own all of the stock of 
that company. The total stock is $500, 000, of which $189,000 is not owned by 
the Canadian National Railways, but the company is operated under the direction 
of the Canadian National management. It does not pay its way. The Canadian 
National year after year advances the Montreal and Southern Counties Railway 
whatever sum is needed to break even. 


Mr. JAcKMAN: Don’t you get back some evidence of the indebtedness? 


GS Mr. Cooper: We protect ourselves against the minority shareholders by 
- making the Montreal and Southern Counties give us a note. But we consider 
_ these advances, these advances for deficits, should not be allowed to accumulate 


and be carried as an asset in the balance sheet of the National Railways. 
621702 
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Mr, JackMANn: Probably they could be carried at a dollar a year. There 


must be some accounting record of it. \ 

Mr. Cooper: We certainly have a record of it, but that does not get away 
from the point we were discussing, as to whether it is proper or not that the 
National Railways should absorb the whole deficit currently in its accounts, not- 
withstanding the fact that it does not completely own that subsidiary. 

Mr. Jackman: That is very pleasant for the minority shareholders. I do 
not know that the Canadian National has any alternative in the matter. 

Mr. Cooper: You should go and ask these minority shareholders to pay 
up their share of the annual deficit and there would be a good deal— 

Mr. Jackman: Why don’t you allow the property to go into bankruptcy 
and acquire ownership of it? | 

Mr. Cooper: Well, there is something in that. 

Mr. JAcKMAN: Where on the balance sheet have you got this statement 
of the audit representing this? ; 

Mr. Cooper: We have complete records in our accounts. The accounting 
system of the Canadian National Railways is not any hit or miss system, I 
can assure you of that. The consolidated balance sheet of the National Railways 
comprises some one hundred companies. They all have separate accounts and 
balance sheets and there are innumerable inter-company transactions; but in 
the final consolidated statement of the system for the year we wash out all 
these inter-system items, whether it is for one dollar or whether it is for more. 

Mr. JackMAN: But you still have them in the accounts some place? 

Mr, Cooper: We certainly have them, not only in our books—I can put 
it this way, let us say the amount owing by the Montreal and Southern Counties 
Railway is $100,000; the balance sheet of the Canadian National Railway 
Company shows an advance to the Montreal and Southern Counties Railway 
of $100,000; the balance sheet of the Montreal Southern Counties shows that it 
owes the Canadian National Railways $100,000. We put the balance sheets 
together in our consolidated statement and we offset the assets against the lia- 
bilities. But because we do that for consolidated balance sheet purposes there 
cannot be any thought of losing track of the $100,000. 

Mr. JackKMAN: ‘That is a washout? 

Mr. Cooprr: Certainly. 

Mr. Jackman: I think, and I think you agree with me, that the railway 
company where you have a persistent deficit occuring in an affiliated company 
should get rid of its minority stockholders. 

Mr. Cooprr: Personally I agree with you, Mr. Jackman, but it is a personal 
opinion. However, there may be a matter of company policy with which I am 
not familar. I do.not know why we did not put the Montreal and Southern 
Counties Railway Company through some reorganization and wipe out the 
minority shareholders. | 

Mr. JAckKMAN: I wonder if the president (Mr. Vaughan) would care to 
express an opinion on that? 

Mr. VaucHuAN: That is a very vexatious question with us. There are some 


benefits coming to the parent company through the operation of that line. That 


question has not come up during my regime as president, that is the question 


of putting the road through a receivership. I do not think this would be the | 
time to do it; but I may say that our department of research and development 


is working on that now with a view to ascertaining what is the best thing to 
do with it. That matter is now under consideration but as to what we may 
decide to do I cannot say. 


V1eWS. 


Mr. Jackman: I think your co-director, Mr. Symington, would share my | 
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_ The CuHairman: Gentlemen, I would like to suggest to the committee that 
, we have been using a lot of time in this discussion between Mr. Jackman and 
_ the Comptroller of the Canadian National Railways. Subject matters of this 
q _kind, and these accounts, are I believe definitely set by law. I do not think we 
can vet anywhere with this discussion at all and I would like to see the com- 
B aittee proceed. | 
| Mr. Harris: I think, with all due respect to your opinion, there is no law 
_ or no statute on the point which would permit the washing out the one item 
- on one balance sheet where they controlled the stock, most of the items, in their 
- own consolidated balance sheet. I was going to ask a question, and I think I am 
' in order; what happens in the case precio in the case of betterments to this 


4 Mr. VAUGHAN: iesprovenent of orgneeee would be for their anaes as 
_ well as ours. I do not know how many cases we have— 


Mr. Harris: All right, on that point—if I might interrupt the president, 
' Mr. Chairman—I would like to ask him in the matter of improvement to the 
_ property, that is a cost against the operation of that particular line, that cost 
_ would be reflected in their balance sheet and would add in of course to the deficit. 
» That deficit in turn is being assumed by the Canadian National Railways who 
» are the majority owners; and then these benefits find their way around to the 
_ benefit of the minority shareholders, which is.in my opinion fair neither to the 
iy Canadian National Railways nor any such company, 


A Mr. Cooper: In most of these cases it will be found that the minority 
_ ownership is very small, almost negligible in many cases. And as there are 
no dividends being paid in any of these cases no outsider benefits. 


a Mr. JAcKMAN: In the example cited, the 29 per cent minority ownership 
- in that line which Mr. Cooper gave us and also in regard to the T.C.A. which 
- had a deficit before it began to show earnings— 


a Mr. Cooprr: In the initial stages, what was called the initial period, the 
_ Trans-Canada had a deficit, which was provided for in the estimates passed by 
_ parliament. 

zs Mr. JAckMAN: What was the accounting procedure in connection with that 
- deficit as regards the consolidated income account of the Canadian National? 


D Mr. Cooprr: I said at the beginning, Mr. Jackman, that with respect to 
_ Trans-Canada it is kept separate from the railway system accounts; that is, 
" separate except with respect to the interest return on the investment. ‘Tn other 
words, there is a statement of the accounts of the railway system and there is 
4 a statement of ae accounts of Trans-Canada. They are separate and distinct. 
3 


) 


Mr. JAcKMAN: Yes, but is not the capital put in the Canadian National 
account under consolidated return; and while I do not object too much to taking 
j the whole deficit where there is a loss into the Canadian National system— 


5 


rather, I do not object to not taking in the earnings, as was done with the Trans- 
Canada Air Lines—I think we should object in not taking up at least your share 
of the deficit where you are 100 per cent the owner. You should take up the 
‘a deficit there, although, as you have pointed out, you have already admitted 
3 that the TCA. accounts are kept separately and are not consolidated. But 
_ if there were any other situation where there was a deficit and you did not take 
up at least your proportion I think the committee should be made aware of it. 
Is there any such situation where you have a deficit and do not take up your 
appropriate share? 
Mr. Coorer: No. Of course there is no deficit on the Trans-Canada to-day. 


% Mr. JACKMAN: You really should have taken in the surplus in your con- 
: solidated statement. 
5247024 
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Mr. Coorsr: No, sir. The accounting for Trans-Canada is controlled by | 
the Trans-Canada Act and the contract with the Post Office Department. The 


return to the Canadian National is the interest return on the amount of the 
capital invested, and that interest return has been received. That is the end of 
it. Any surplus after interest will remain with Trans-Canada and will not be 
transferred to the Canadian National Railways. I think we are limited by the 
terms of the Act; at any rate, for a period of ten years; to 5 per cent on the 
amount of capital we have invested in that company. 


Mr. JackKMAN: In other words, the Canadian National Railways was set 


up as a fairy-godfather to the T.C.A. and could not benefit to the extent of 
more than 5 per cent and must take all the losses, if there are losses? 

Mr. Cooper: I have not said that at all. We have not taken any loss for 
the Trans-Canada. 

Mr. Jackman: No, but.that is because the company is now holding favour- 
able contracts with other government departments and making a surplus; but if 
it had not been for the success which it is now attaining, the T.C.A. might have 
had a series of deficits and you would have had to shoulder those, possibly hav- 
ing the rest of the stock called up; but you would not have been able to earn 
more than 5 per cent on it, at any rate, during that period. 

Mr. Coorrr: I do not want to continue the discussion, but I do not agree 
with you, Mr. Jackman. ‘We certainly would not issue capital stock to meet 
operating deficits. 

Mr. Jackman: They had the right to call on you to pay up a million and 
‘a quarter. That is automatic with them if they wish to exercise it. 

Mr. Cooper: If Trans-Canada had a deficit the terms of the arrangement 
are that the mail rate should be increased. 


The CHaIRMAN: Page 22. 


Mr, Armsrrone: Page 22 is a schedule of companies comprising the Cana- 


dian National Railway system. 


SCHEDULE OF COMPANIES COMPRISING THE CANADIAN NATIONAL 
RAILWAY SYSTEM 


CAPITAL STOCKS OWNED BY DOMINION GOVERNMENT 


Company 
Number 
if Canadian (National Reulway > Compania ieie ties ss «s/s vecsiereiareleteiaietene $ 18,000,000: 00: 
2 The Canadian National Railways Securities Trust.............. 2:67 283,019 32 
$285,283,019 32 
CAPITAL STOCKS OWNED BY SYSTEM OR PUBLIC 
Owned by 
Company Capital Stock Owned by 
Name of Issuing Company Number Issued Publie 

3 The Bay of Quinté Railway Company. 23 $ 1,395,000: 00: $ 
4 The Bessemer and Barry’s Bay Railway 

COMPARY et Mee a keels fas. ss 23 125,000 00 
5 *Brooksay Realty Company.........02. 28 2,000 00: 
6 *Canada Atlantic Transit Company..... 1 219,000 00: 
7 *Canada Atlantic Transit Company of 

United: States obi eos). ae 1 250,000 00: 
8 The Canadian Express Company...... 1 1,768,800 00: 
9 *Canadian National Electric Railways.. 23 1,750,000 00! 
10 Canadian National Express Company.. 24 1,000,000. 00: 
11; Canadian National Land Settlement 

ASSOCLATIONGY Rake eo eehione). . ae ] —- 
V2 *Canadian National Railways (France) Wicks 2,007,400 00: 
13. *Canadian National Realties, Limited.. 23: 4.0,0100 00) 


14 Canadian National Rolling Stock Ltd. Ht 50,0100 010: 
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RAILWAY SYSTEM—Continued 


Owned by 
Company 
Name of Issuing Company Number 
*Canadian National Steamship Company, 
ee ee ER Ch ch SOML DL wa ia Spr 49 
Canadian National Telegraph Company 23: 
*Canadian National Transportation, Ltd. I 
The Canadian Northern Alberta Rail- 
WL Ve OLIN VAT VoCeei a let grprisis ait elitten es via 0/e 23) 
The Canadian Northern Ontario Rail- 
AVEELVG, AC HOLIVINMTLY. |e eal along SN lod woatiy area 23 
Canadian Northern Pacific -Railway 
CHODIWAR Vo Cet Tae Ler ENE Gs 40s 23 
The Canadian Northern Quebec Rail- 
Wee OMEN TL I can steele egal e ast Ie we. 6 23 
The Canadian Northern Railway Com- 
TLTLV Malan Ok) ace ee G aateueh tae aT esasaus: 6°66 af 
The Canadian Northern Railway 
Hixpress Company, Ltd... ......:... 23 
Canadian Northern Steamships, Ltd. . 23 
Canadian Northern System Terminals 
ateeler tga Rea ihe a Merete eens asain cue) 0! 6 23 
Canadian Northern Western Railway 
MOTE ATE YT) hs nia aay alhet a COREL A oie 6, &» ek 
*The Centmont Corporation............5 31 
The Central Ontario Railway.......... 23 
Central Vermont Airways, Inc. ...... 28 
Central Vermont Railway, Inc. ...... I 
Central Vermont Terminal, Inc. . Hat 
*Central Vermont Transit Corporation.. 28 
*Central Vermont Warehouse, Inc. .... 28: 
The Champlain and St. Lawrence Rail- 
TAL ke COLIN RAD Von ys! alotamchioteiaiiecs S's « ie 1 
*Chicago, New York and Boston Refrig- 
GPator GOMDANF) ies neitie ese 56 othe 52 
Cincinnati, Saginaw and Mackinaw Rail 
Riad Caripany yas 6 ame ie ele. sale h 
*Consolidated Land Corporation....... 52 
*Continental Realty & Holding Company 13 
*The eed Navigation Company, 
Bee TNE eC ME ee am aes, alg 23 
*Duluth and Virginia Realty Company. . 39) 
Duluth, Rainy Lake & Winnipeg Rail- 
WAV), LOLINARDY. EL erNG Baht g Wisi eee! es che 44, 
Duluth, Winnipeg and Pacific Railroad 
Compan ven Marte ital Rue ke catty 44 
Duluth, Winnipeg and Pacific Railway 
Company AD SRM ATR tA As 2 Oat a ee 23 
*Grand Baer inia Marans Car Ferry 
CHOTTUTIATLY. Fee aon Le Mo ave yerein vier e 3 a 52! 
The Coinae Tent Pacific Branch Lines 
COM DIOENY Mit cy Gl Any rmn alae) eye sisiera's «Oem 49 
*The oad an Pacific Development 
CSOUATVEILY VAP co ehsieaalete eters ss + 8 ei 49 
*Grand Trunk Pacific Dock Company, 
HE AAU ICT ieee crmuam Nn ei iielicie.'e wa 688 49 
The Grand Trunk Pacific Railway 
GPANDANI ive Babe al OW ks + diy I 
The Grand Tia Pacific Saskatchewan 
Raihvay iCompanyeu Meee ss'. ss od 49) 
*Grand Trunk Pacific Terminal Elevator 
Companys (Laden ome ckalate «le SR 49; 
Grand Trunk Western Railroad Com- 
Hany oCCOMEMOM wae ey whee 6 a4 4 le iL 
Grand Trunk Western Railroad Com- 
Dany (Peter Fed ere ease ie ce cle ole He 1 
The Great North Western Telegraph 
Company of Canada (including 
$331,500 held in“escrow).......-.- 16 
The Halifax and South Western Rail- 
ue MOMMY THEE VEL halen Mayr lalalwlie leis a & rs yAR 
*Tndustrial Land Company............ 52 
International Bridge Company........ it 


Issued 


15,000 
50100100! 
5010 
3,000,000 
10,010.0,0100: 
25,000,000 
9,550,000: 
18,000,000 
1,0:010,000 


2,,01010,0100 | 


2,000,000: 


2,,0:010 01010: 
176,400: 
3,031,000 
5i,0:010: 
10,,01010,,0:00 
5,000 

5, 01010 

5, 01010: 


5101, 01010 
1,129,400 
15100000: 

64,0010 

90',0.010: 


50,000 
45,000: 


2,000,000 


100,000: | 


3, 100,000: 


200,000. 


2100000: 
3,000,000 


150,0:010: : 


24 ,9:410:, 21010 
20, 01010 


5011000 


20,000,000 
25,0010,0100 


373,625 


1,000,000: 
1,000 
1,500,000 


Capital Stock 


O10: 
010 
0101 
00: 


010) 


S 
So 


00 
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Owned by 


Public 


3,849,200: 00 


6,925 00 
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SCHEDULE OF COMPANIES COMPRISING THE CANADIAN NATIONAL 
RAILWAY SYSTEM—Concluded 


» Owned by 
Company Capital Stock Owned by 
Name of Issuing Company Number Issued Public 
57 The Irondale, Bancroft and Ottawa 
Railway, Company... 2.06.0 Se 23 53,500: 00) 500 00 
58 The James Bay and Eastern Railway 
Companys exe. fos ae he 23: 125,000 00: 
59 The Lake Superior Terminals Company’ 
DG's Weenie eo Sc) ih) Waar. 0 23 5100 ,0'100: O10! 
60 The Maganetawan River Railway Com- 
DATUY aN dareon ear betoe se neta Wee.) Sai 1 310,,0:010: 010: 
6.1) Manitoba Northern Railway Company. 1 500,000: 010 
62 The Marmora Railway and Mining 
Choma yy Mesa wea A) oa 23 128,600 0:0 
63 The Minnesota and Manitoba Railroad 
CORIDAYy Martie uri R Oe Oc) a 23) 400,000 00 
64 The Minnesota and Ontario Bridge 
CODD ania teste els ek aa. ss 23) 1:0':0,0:010' 010: 
65 Montreal and Province Line Railway 
Compe yi ne einai EO 28 1,010,000: 00 
66 *Montreal and Southern Counties Rail- 
Way WOT Ay aici ea rlat ae 1 500,000: 010: 189,500: 00 
67 The Montreal and Vermont Junction 
Railway: Gommpany, i226 ee. 31, 197,300: 00: 
68 *Montreal Fruit & Produce Terminal 
(COMDEV ren. ite. |S, aaa ut 5010; 00: 
69 *The Montreal Stock Yards Company.. }) 350,000 010: 
70 *The Montreal Warehousing Company. Tk 23:6:,0100: 0:0: 12,240: 00 
71 Mount Royal Tunnel and Terminal 
Company LG. Oe eae 00. oie 23 5,0:0:0,,01010: 0:0: 
72 Muskegon Railway and Navigation 
Clompaanyy ox ss Heer ete meee SNe 52 161,293 00 
73 *National Terminals of Canada, Ltd. ... A 2,500 00 
74 National Transcontinental Railway Br. 
Tithes Conia, ie caer: . ke 1 5010 0101 
tie ‘New England Elevator Company...... L 4:0:0,01010: 010: 
76 *The Niagara, St. Catharines and 
Toronto Railway Company......... 23 925,000: 0:0: 
77 = *The Niagara, St. Catharines and 
Toronto Navigation Company (Ltd.) 76: 100,000 010 
78 *The Oshawa Railway Company........ 1) 40:,0:010' 00: 
79 The Ottawa Terminals Railway Com- 
DIRTY spades sane tee AML 1 2:510,000 010: 
80) The Pembroke Southern Railway Com- 
TY VMS OP OR ees vee Ml. Oa i. 107,800. 00 
8] Portland Elevator Company.......... 1 50,000: 00: 
827 Prince: Georsetl Ltd sane sala...) See 1 10,000 010 
83) Prince! Riper dice eee re. |. ae ik 10,0100: 010: 
84 The Quebee and Lake St. John Railway } \ 
Comipsay Muy cay Pouce fees eae 23 4,508,300: 0:0: 489,160. 00 
85 The Qu’Appelle, Long Lake and 
Saskatchewan Railroad and Steam- 
boat) Company No ote. 0. all 23 21010100: 0:0. ; 
86  *Rail & River Coal Company.......... 1 2,000,000: 001 
87 St. Boniface Western Land Company.. 23 2151001010: 0101 
88 The St. Charles and Hwuron River 
Railay ompany Mer a. te ao 1,000 00 
89 St. Clair funnel Companys so... . 8 1 700,000 00 
90 The Stanstead, Shefford and Chambly 
Railroad Conmoany ie ae 28 608,333 33) 
91 *The Thousand Islands Railway Company th 610,000 00 
92 The Toronto Belt Line Railway Company I 510,000: 0:0! 16,600 010: 
98 +Trans-Canada Air Liness..).........2% 1 3,750,000: 010 { 
94 The United States and Canada Rail 
Road Company iy giveke wie aes cee 1 2:19,4:00 010 475 010: 
95 Vermont and Province Line Railroad _ 
Comp ay Mae arco Sa an ee, 2 ol ] 21000010: 010: 
96 The Winnipeg Land Company Ltd. .... 23 10010 ,0:010' 010' 
5 $204:,290,351 33 $ 4,564,600 00 
———— — ____ ee ee 


*The Income Accounts of Companies indicated (*) are included in the System Income 
Account as “Separately Operated Properties”. 
+ Treated as an Affiliated Company. 
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Flaxseed 
Other grain 
Flour 
Other mill products 
ey AN (SULA We Habs od bial oa ome teeed Mis adel diese fe 4 « 
Cotton 
PUD OTOR AEE CRIN S vinta ya aie Whine Sh edewekts Are Abate acl so 
Other fruit (fresh) 
Potatoes 
Other ‘fresh. vegetables: sc. ii. tae aged le 
Other agricultural products 
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Horses 
Cas le HUN CALV es os cm pene Oe eas. oy es 
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Hogs 
Dressed meats (fresh) 
Dressed meats (cured, salted, canned)....... 
Other packing house products (edible) 
Poultry 
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Wool 
Hides and leather 
Other animal products 
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MINE PRODUCTS: 


ARENT ACILE: COAL. Fitna Coe Coane ely © Marek lee as 
Bituminous coal 
Lignite coal 
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Iron ores 
Copper ore and concentrates 
Other ores and concentrates ...............: 
Base bullion, matte, pig and ingot (non- 
ferrous metals) 
Mandan Gravel os cf Weal teii meds + 
Stone (crushed, ground, broken) 
Slate; dimension or block stone .+..5...-.... 
Ceres Wetk OLeUIM Gln ee Menem hens gh Goes’. 35's 
Asphalt (natural, by-product petroleum) 
Salt ; 
Other mine DrOaUCtsl ho tes adele ees esis ses 
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Forest PRODUCTS: 
Logs, posts, poles, piling 
Cordwood and other firewood f.0e. . 0.6. oe 
Tt CRT ioe Voth ee UNE Ds Le FU TRAN ETA PRcalte loo eae § a 
Pulpwood 
Lumber, timber, box, crate and cooperage 
material 
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- §TATEMENT OF REVENUE TONNAGE BY COMMODITIES FOR 


199 
YEARS 1941-1940 

Year Year Increase or 

1941 1940 Decrease 
Tons Tons Tons Percent 
6,937,627 4,998,619 1,939,008 38.79 
479.765 582,923 108,158 0 AY A 
605,271 547,433 57,838 LORD? 
469,507 Si by, 98,235 26.46 
68,937 52,458 16,479 Si 4] 
73,793 46,837 26,956 B1.5D 
33,827 30,249 mse ee, 11.83 
917,408 765,201 152,207 19.89 
1,455,735 PSA 70 141,565 10.77 
97,958 101,048 3,090 3.06 
101,219 75,584 25,635 RM 
84,516 75,444 9,072 12.02 
287,468 280,346 il2e 2.54 
202,316 192,487 9,829 Det 
173,292 161,414 11,878 UH 163 
677,939 631,999 45,940 Ee 
12,666,578 10,227,484 2,439,094 23.85 
DAL 27,582 4,839 17 Oy 
257,543 250,896 6,647 2 6D. 
14,867 Layo G44 DOT 
184,347 AG 22 er 23.125 14.34 
215,615 204,686 10,929 5.34 
188,732 Lav .23 56,609 42.85 
48,989 45,425 3,564 7.85 
21,427 24,435 3,008 12.81 
46,903 38,065 8,838 23,22 
70,741 65,114 5,627 8.64 
38,431 31,455 6.976 22.18 
52,267 28,081 24,186 86.13 
83,719 62,589 21,130 Bato 
84,618 vO ES 12,461 hy ae 
1,330,942 1,159,641 171,301 14.77 
2,108,001 1,675,492 432,509 25.81 
8,572,054 7,896,579 675,475 8.55 
1,411,937 1,199,240 212,697 17.74 
863,326 698,476 164,850 23.60 
127,592 61,694 65,898 106.81 
229,660 202,484 Drs Va Lissa 
2,089,724 1,569,905 519,819 Boe kd 
707,897 567,939 139,958 24.64 
1,929,958 2,077,764 147,806 Fan Ae 
1,788,897 1,771,747 17,150 .97 
91,575 90,661 914 1.01 
386,834 368,140 18,694 5.08 
263,084 251,080 12,004 4.78 
372,516 317,128 55,388 1240 
1,247,156 864,510 382,646 44.26 
22,190,211 19,612,839 Roya ce 13.14 
487,968 511,686 23,718 4.64 
576,655 599,305 22,650 3.78 
49,087 28.019 21,068 75.19 
2,114,953 1,893,570 221,383 11.69 
3,946,375 3,404,404 541,971 15.92 
383,087 318,696 64,391 20.20 
1. DOS, 120 6,755,680 802,445 11.88 


200 STANDING COMMITTEE 
STATEMENT OF REVENUE TONNAGE BY COMMODITIES FOR YEARS 1941-40 
—Concluded \ 
Year Year Increase or 
194] 1940 Decrease 
Tons Tons Tons Percent 
MANUFACTURES AND MISCELLANEOUS: 
NG ee stad Pes ac WV a Hace Tra a PR 778 oS Ry 1,408,197 1,245,489 162,708 13.06 
Petroleum oils and petroleum products 

(except asphalt and gasolene) ............ 870,085 813,257 56,828 6.99 
NSA a aiamean ar RS SUES ae Sa aa GP 295,646 277,314 18,272 6.59 
Jrons pig atid; DioOmae ee lis ese aie a o's eae 261,676 189,721 71,955 37.93 
Rallgtand fastenings wwe sk ace tci ets ys ae 28,525 20,333 8,192 40.29 
Iron and steel (bar, sheet, structural, pipe).. 2,380,464 1,833,345 547,119 29.84 
Castings, machinery and boilers ............. 257,635 192,126 65,509 34.10 
Clament ik iim chia aien ema tri (iret 545,454 556,697 11,243 2.02 
Brick and artaieiar SpOme Wee Ol Galois couse !snale 257,026 213,726 43,300 20.26 
Fame and plaster iy cima weeks. gee lsens o's «Seti 387,333 313,770 73,563 23.44 
Sewer pipevandsdramr tec) kes. cal 26,228 Zo b72 1,056 4.20 
Agricultural implements and vehicles other 

CHa ALEGRE NON Eatin nl Mer ye. 154,156 139,088 15,068 10.83 
Automobiles, auto trucks and auto parts..... 2,507,122 1,733,986 823,736 a7 wot 
Household goods and settlers effects ........ 10,932 12,794 1,862 14.55 
PUTNVOM Tee ee en Lee nian se 660. a 538,d00 42,406 e427 26.24 
Béveragesg Neg ue meme eee cette ee ST 263,580 Driask 52,249 24.72 
Pertilizers, allie em gee en 557,059 457,128 99,931 21.86 
Newsprint,’ papers) pas uta beara 1,469,819 1,351,236 118,583 8.78 
Other Papers Ai ge eC eRe a. 264,510 234,928 29,582 12.59 
Paper board, pulpboard and wallboard (paper) 320,984 252,519 68,465 oar ars Mk 
Woodpulp cs Oey aeeeet ne een. 1,244,455 1,005,784 238,671 28:73 
Fish (fresh; frozen, ehreds ete.) ie40/0.... 80,889 74,697 6,192 8,29 
Canned goods (all canned food preducts ex- 

Cept TMmea hs) eon aN ea aa Dna 436,223 347,566 88,657 25.51 
Other manufactures and miscellaneous ....... 5,718,287 4,260,394 1,457,893 34.22 
Merchandise (all L.C.L. freight) ............ 1,774,138 1,499,721 274,417 18.30 

otal 5 sek inser iano ecar cone aoe RIM 7 21,624,556 17,304,588 4,319,968 24.96 

Grand totad (7 yee e a ne MaRS) 65,370,412 55,060,232 10,310,180 18.73 


‘Mr. Brapettre: Mr, Chairman, I would like to put a question to the manage- - 


ment of the C.N.R. A year ago last fall I was told that there was quite a 
bottleneck on the Canadian Northern in northern Ontario with regard to the 
shipment of lumber from British Columbia. I went to the board here in 
Ottawa and they said they were not aware of that. Are you making full use 
of the transcontinental section of the railway from Winnipeg to Quebec city? 
Is there any through traffic working there at the present time? 

Mr. VaucHan: There is some traffic moving that way, but we are moving 
the traffic in what we consider the most economical way. , 

Mr. BraperrE: Do you know what the bottleneck might be on the northern 
Ontario section of the old Canadian Northern? 


Mr. VaucHAN: No, sir. 


Mr. Braperre: It is history, but I was told that the road bed west of 
Cochrane was in a very deplorable condition even when the King and Queen 
were here, in fact they could not travel over that section; but some days later 
on trains 1 and 2 were re-routed, so that it must have been in pretty good 
shape. Last fall I believe we had some heavy trains of German prisoners 
routed over that section too. I gather from that information that this road is 
in fairly good condition. 

Mr. Vaucuan: The roadbed is in a good enough condition to handle the 
trafhie safely that is moving over it. 

Mr. Braperre: And if need be, if you were overloaded on the Canadian 
Northern section of the system you could use that section at the present time? 


Mr. Vaucuan: Yes, it is in a satisfactory condition for the movement of 
freight. 


a | a 
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Mr. Brapette: Is there not any criticism of the C.N.R. due to the fact 
that the B.C. lumber, for instance, was delayed in some sections of the road 
from the Manitoba border eastward? 


Mr. VaucHAN: We have had no delays at all. 


3 

a Mr. Braperte: You have had no delays of that nature? 

4 Mr. VaucHan: No, sir. 

: Mr. Braperre: So there is no necessity for using that very fine section 
} of the Canadian National Railways for any other freight whatsoever to the 
: Atlantic seaboard? 

- Mr. VaucHaANn: There is no need for it to be used to any greater extent 
i than is being used at the present time. 

sa 

4 Mr. Armstrone: Page 26. 

7 Addi- — Retire- 

# tions ments Conversions 

/ : December During During During Year December 
; Locomotives: 31, 1940 Year Year Added Retired 31,1941 
b Passenger—Freight .......... 2,092 a 61 ve aha 2,031 
WITHIN ET A ioiea hele Ware eel uke cae 448 Meare a 12 dp Va Ayal 436 
y ESR DET iia Sick. ch thane eee Wh Nace, a ae 15 9 Oe AME varie 24 
4 OF EG CGrig’ i. leco alee atioietar 7 4 Sia inky anes it 
. : eLOal Vi iuattta oe karti nat 2,562 13 73 ae ue 2,502 
i Freight Equipment: 

| Sr: Clecrieg ) 00) Me ae ane aa ae a 63,782 300 350 156 502 63,386 
4 aE OaUS (ote cs clak aoe 4,878 300 31 SS 83 5,064 
PROC! Cha TS Ue irc pes atraes A eamtican & 3,080 Bae NE 6 Miva Scrawl 3,074 
. (a PCa PSs ues aoe eet o tieben ere 13,186 475 73 Wi ae 5 13,583 
PTragaidc's Cia righ iii Te eu daa tae 153 “ome 5 mi RNA 148 
a Refrigerator Cars ..... sat SC 2,945 290 32 Nibeltes 208 2,995 
f Wabodse Oarg iss Cee ee need 1.41% Pere 28 106 u 1,488 
Other Cars in Freight Service. . 8 Me Oa ee 3 vielen tL 
Tatatee Hoy aera 89,443. «1,365 525 265 799 89,749 
% Passenger Huipment: 

; Firet Class Cars.........+.... 881 28 3 Pah wily 906 
Second! Class Gare a. cuWe a's 140 eRe ale vt) a 160 
Combination, ars! 5). Skates tac. 289 Bes was caALS i 282 
naan’: © aren les ccvclau aire. 194 19 viet ae ie 1 212 
Daininot Gave sess yaw we as eek 93 aie) te 1 9 85 
Parlor Ga tsiis subedienarcrere eo wancle 125 el 3 8 120 
Sleeping Cars ome ee a ernl es 318 5 i) 11 3I3 
Poste PaO ats ho.) patente eis cts 47 1 Tee WE Hine 48 
Baggage and Express Cars.... 934 Dis 5 22 AT 934 
Uitte Cari) st i. ohe deterrence rate 53 ak. 4 YA COINS 49 
Other Cars in Passenger Service 91 eae aa : Pa 91 

AL bende fae ie cents ale tes 3,165 53 12 49 55 3,200 
: Work Equipment: ; 
Brginess Cars os Haws nie hee 64 Boe 1 haat rigs ee 63 
All other Cars in Company’s 
i Service Suse e. aa cine Wk alts 6,264 232 321 545 > 6,715 
Totale vse taeie ad a: 6,328 CED apa Bee. 545 PRN ark 
Floating Equipment: 
Care Werries. 54 Av.).tc os, eee eee LE 2 9 
MATTER PS eortece he aw othe 3 amen Ove 5 1 4 
EPUB Beis acs. Sat Baohas 6 5 ea Male 6 2 4 
IVE sents Oey cab aranee yo ole Oe eatto 4 4 
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Mr. Emmerson: On page 26 I notice that you have fewer tank cars this 


year than the previous years, five tank cars fewer. Are those tank cars for 


fuel oil and gasoline? 


Mr. VaucHan: Any tank cars we have are used for our own products. 
Mr. Emmerson: They are used for the railway itself? 


Mr. VAUGHAN: Our tank cars are largely used in the movement of what 
we call O.C.S. oil service in the province of British Columbia and elsewhere; 


that is fuel oil for our own locomotives. 


Mr. Armstrone: Pages 27 and 28 show various statistics of railway 


operation. 
STATISTICS OF RAIL-LINE OPERATION 
Transportation Service 
Freight Passenger Total 
Train Miles: 1941 1940 1941 1941 1940 
Locomotive: Dravmnisae sneer 40 364,715 34,570,862 19,603,832 17,949,193 59,968,547 52,520,055 
Motor) Unity Carsae eta ee aber aie caine) <a 1,166,371 1,222,646 1,166,371 1,222 646 
LOGE hance love ete oer ee . 40,364,715 34,570,862 20,770,203 19,171,839 61,134,918 53,742,701 
Locomotive Miles: , 
Prmcipal’- Pewee Ase vee eee 40,392,690 34,590,380 19,603,841 17,949,195 59,996,531 52,539,575 
Helper uitactniaestogic nae tore 1,626,057 931,919 267,568 149 169 1,893 625 1,081,088 
TO) RovN ons eotetees arse seek ee eR £, 823,371 625,684 352,620 313,122 1,175,991 938,806 
AD his, AOD AVM ne als” Che niu 3,350,003 3,017,993 99 235 86,625 3,449,238 3,104,618 
Yard) Switching s. teaser ret 13,747,527 11,301,055 1,084,996 1,015,606 14,832,523 12,316,661 
PO pa ned tian eRe ee eae 59,939,648 50,467,031 21,408,260 19,513,717 81,347,908 69,980,748 
Car Miles: 
loaded’ Freight i Carsics.mean tse 1,060,297,777 869,837,901 774,834 532,777 1,061,072,611 870,370,678 
Himipty Freight Oars... cee ee 512,885,837 429,886,243 773,669 293,523 513,659,506 430,179,766 
Passenger Coach and Combination 
Carsten eae Rigs Wane ce 8,511,543 8,198,821 58,212,996 47,772,213 66,724,539 55,970,534 
Sleeping, Parlor and Observation 
Giang hh 16 as ig SANT See ae eae 1,006,436 921,859 41,022,088 34,245,143 42 028,524 35,167,002 
imine Cars) oe ae ee 171,422 176,817 6,976,162 5,166,379 7,147,584 5,343,196 
Other! Cars ye Te ae eee ae 8,929,225 9,490,569 50,972,432 48,508,199 59,901,657 57,998,768 
Motor* Unit) Carsv) Ree ene enone na ee. a 1,232,892 1,280,565 . 1,232,892 1,280,565 ~ 
Gaboose seein Qik sy eee ae 39,312,748 33,144,376 1,230,398 593,566 40,543,146 83,737,942 
Total oi sk 24a eae oe oe 1,631,114,988 1,351,656,086 161,195,471 188,392,365 1,792,310,459 1,490,048,451 


Work Service 


Train Miles Locomotive Miles Car Miles 
1941 1940 1941 1940 1941 1940 
Locomotive: Drawn | &..shcusener en nen 1,332,698 1,192,967 1,766,696 1,551,930 2,724,068 3,352,907 
Motor mUmi tiv © arsics 21001 tener 130"... 2 SRR Sera a5 ces 18 aN Te Settee 
otal i263, bore ete ae 1,332,828 1,192,967 1,766,696 1,551,930 2,724,068 3,352,907 
STATISTICS OF RAIL-LINE OPERATION 
1941 1940 

Average mileage of /‘Foad (operated so .0e. .. sc. . +: See eee 23,524.95 23,603.38 
Ton-MiLtES—TRAIN-Hours IN Roap SERVICE: 

Gross ton-miles of cars, contents and cabooses................ 66,957,550,363 54,610,363,550 

Net ton-miles of freight (revenue and non-revenue).......... 30,049,483,326 23,893,076,937 

Lrain-hours in freight youd ‘service o.0. ...... . eee Oy 2,509,925 2,101,084 
REVENUE TRAFFIC: 

Tons of freight’ carried ant aen,. eee ene... . 65,370,412 55,060,232 

Ton-miles-—Revenue: freight ae a awiwciens ns «: . AR ee 27,199,875,760 21,532,181,524 

Freight PEVENUG: sp B sa ptebier ss Osea aeiethdss a> 2s. Ane ei 02 $239,592,287 $194,562,209 

Passengers COTTIER. Pots ai eer ee ee st. 5 ie. eo 17,681,343 11,204,289 

Passenger-miles'\\iy Jv i ae ees... . See: & 1,761,970,856  1,124,820,121 

Passenger ‘reventie 3F yi 44), we eee... , ee are $31,893,884 $21,702,046 
AVERAGES: 

Miles. per revenie ton ace Waar Maca... . mans. 416.09 391.07 

Miles. per*revenue passenger )..4ek gee 6... . ae 99.65 100.93 

Revenue per tonanile sop wees ee... , tee $0.00881 $0 00904 

Revenue per, passenzermile v1.6)... a $0.01810 $0 .01929 

Revenue: per, tom,..’hs Meee Pe ee cs , | ae tae ne $3.66515 $3 .53362 

Reventie per. passenger sss) ae. ae $1.80382 $1.93694 


- 
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STATISTICS OF RAIL-LINE OPERATION—Concluded 


1941 1940 
AVERAGE PER MILE OF ROAD: 

Gusti Les eve er CRETE NPs, walk aleic’s bey s 2 od Game abenateiehie Saka oat te Tb 306 908,158 
Von-niiles—-A He Pere tia hate 3 hem See go ae 00: « QgRRMRMDD ane Shas lala’ onay'eie 1,277,345 1,012,274 
Teassheneerem tesa WeVCMUIOEe wwe satcaig iss << '> ss aeiabey caUeein afb sais 74,898 47,655 
CET GRS TVA Fate i ed ITE WN isle ote baie 5: ol CM AS ge ed ek tad, $12,938 .47 $10,486.94 
Gross expenses (including taxes, equipment and joint facility 

TOTS hy eae tas ee a5 Ne eT a ERAS ese ow oo 0 MMMM ga) BU Vega cil v4 $10,573.89 $8,963.24 
INebrr atl WaycOperabine AMCOME’ sire ticc, 6.5% <'~ +» MMRPeealen bru, @ Walaa a ak $2,364.58 $1,523.70 


EMPLOYEES AND THEIR COMPENSATION 


| 1941 1940 Increase % Increase 
*Average number of employees .......... 89,536 82,831 6,705 8.09 


pLOtab payroll: 22h kt t Sole ge Merwe °° SLB 89GD4,368 $132,584,063 $21,070,305 15.89 
*Includes railway, express and telegraph employees. 
Excludes hotel and subsidiary company employees. 


DISTRIBUTION OF THE DOLLAR 


Operating revenue dollar Operating expense dollar 


1941 1940 1941 1940 
PIRNOUES Mr aR ere ae Cava hein ORAL EN et , .4615 .4894 .5907 .5981 
A Eet ne eae Beanie Ae eI ON Sig IVE i Oc 0848 0827 . 1086 1011 
Ce PRES DENSCNe a. oot Pera Ch es) ota Wi. ss 2349 .2461 .3007 . 3008 
Total operating expenses ............... .7812 8182 $1.00 .00 
Available for taxes and other accounts..... .2188 .1818 — — 
2 Bray aie ic 2b, ea $1.00 $1.00 SEONIOL VaniRe REA 
Maintenance of way accounts ......7....... . 1547 1616 +980 .1975 
Maintenance of equipment accounts ........ ihe lt? 1944 .2319 .2376 
Ber Ae CEeCOUN LG: outlay etree Rk ec cise ek .0174 .0208 S228 .0254 
PAs OrvatiON! ACCOUNTS Mtn dees vidh oh cles «4% 3879 3986 4966 .4872 
INITSCellaAneOUS ACCOUNLG Wishes valdibaeidteias «se .0089 0067 .O114 .0082 
SreCLA ACCOUNTS Ae 21. Ve ori m ecu tic Bec cé, oe» .0324 .0376 .0415 .0459 
Transportation for investment—credit ...... F013»; 0015 0017 0018 
LOtaWODEeT Abie 2X PENSCS A aa yee dele. . .7812 .8182 $1.00 $1.00 
Available for taxes and other accounts...... . 2188 .1818 a —- 
GU tame. nha de a UrONNCa rae ere, Skea ahs $1.00 $1.00 $1.00 1.00 


Mr. Jackman: Under the distribution of the dollar account I see you 
spent -2188 available for taxes and other accounts. Are those chiefly taxes, 
local taxes? 

Mr. Argmsrrone: That is the amount left over after paying operating 
expenses. The operating ratio is 78-12 per cent, meaning that 78-12 cents of 
every revenue dollar was spent on operating expenses which left 21-88 cents 
for all other accounts, taxes, interest and everything else. 

Mr. JackMAN: I see what you mean. How much are your taxes on the 
operating dollar? | 

Mr. Armstrone: Taxes are $6,900,000 out of revenues of $304,000,000 
about 2 per cent. 

Mr. Vaucuan: That does not, of course, include duty or sales tax. 


Mr. JAcKMAN: We have the comparable figure for the C.P.R. of 7-6 out of 
their operating dollar for expenses. 


Mr. Armstrone: Theirs, of course, includes income and an excess profits 
tax which is not assessed against the Canadian National, except as our net 


earnings may be transferred to the government. 


Mr. Braverre: ‘Could you give us a breakdown on that third line -2349? 
That is a very large item. 
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Mr. Armsrrone: Operating expenses are shown in detail on pages 15 to 
17 inclusive. They include labour, material and all other expenses. Many of 
those accounts, such as superintendence, for example, on page 15, the first 
account, would include some labour, some material and some other expenses, 


Mr. Braperrr: I suppose this is history by now, but many of the common 
people have considerable criticism to make sometimes with respect to the 
superintendent’s private car. Personally, I have no objection, although I have 
never used any of them. I would like to ask whether there is any curtailment 
during the war situation in that regard. Some people believe there is an abuse. 
When they see the management and the superintendents travelling in small cars 
they often wonder why they see a private car standing at a siding for a num- 
ber of days. That criticism usually comes from farmers and the pulpwood 
farmers. Personally I do not believe there has been any ‘abuse, but a lot of 
people think there has been. 


Mr. VauacHan: The superintendent of the road is supposed to be on 


the line most of the time superintending the movement of tratic, ete. ..nuo. 


what you speak of is something that is watched carefully by us and I do not 
think there is any abuse. I do not know what a superintendent’s car would be 
doing lying on a siding at an outlying place for several days. It might be his 
home town and he might not be out for a few days, but there is no abuse. The 
superintendent’s car is his home in a great many cases. 

Mr. Braperre: Yes, I know of no abuses in my own district, but you 
can easily visualize what the people would say going to the station and seeing 
some of the passenger coaches half empty and at the same time seeing a private 
car standing there. 

Mr. Vaucuan: ‘That private car is the superintendent’s office, and you 
usually find that he has his roadmaster and section foreman and district engi- 
neer and others with him, and he has to conduct his day to day business in his 
car and at the same time supervise the work along the road. 

Mr. Donnetiy: Mr. Chairman, is this ratio this year one of your best 
years? 

Mr. VaucHan: Yes, it is the best year. 

Mr. DonnELty: Could you ‘give us the ratio, the operating ratio for the 
last ten years? 

Mr. VaucHan: We can give it to you. Mr. Cooper has it there. 

Mr. Cooper: For 1931, 99-40; 1932, 96-34: 1933, 96-16; 1934, 92-14; 
1935, 91-77; 1936, 91-89; 1937, 91-12; 1938, 96-67; 1939, 89-77; 1940, 81-82; 
1941, 78-12. 

Mr. Sanperson: As regards 1941 and 1942 to date, 1942 shows quite an 
increase on 1941, does it not? 

Mr. Vaucuan: Yes, it is a little better than 1941, that is the first three 
monitth of this year. 

Mr. Sanperson: What is the percentage? 

Mr. VaucHan: I gave a statement a few days ago in that connection 
which is on'the record. To the end of March operating revenues showed an in- 
crease of $14,900,000 over 1941, or an increase of 23 per cent. The operating 
expense showed an increase of $10,400,000, an increase of 19 per cent; net 
revenue therefore is $4,500,000 better than it was in the first quarter of 1941. 
This increase in net revenue is after making still further provision for depreci- 
ation on equipment in view of the more intensive use of it. That is, for the 
first three months of this year our operating ratio is 80-88 as against 83-47 for 
the first three months of last year. | 

Mr. JackKMAN: How do you expect to show this increased operating surplus 
for the year with-a ratio of 88 per cent for the first quarter? 
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Mr. VaucHan: 80:8 per cent. 

Mr. Jackman: As against 83 per cent? 

Mr. VAucHAN: Yes. 

Mr. JAcKMAN: Of course, during some of those years you had to get part 


of your operating dollar out of your deficit account, did you not? You had 
an operating loss? 

Mr. Coorrr: The Canadian National Railways has never failed to earn its 
operating expenses. 

Mr. JAcKMAN: Just the interest charges? 


Mr. Cooper: Yes. Any deficit we have had was: with respect to interest 
and not with respect to operating expenses. 

Mr. JAcKMAN: Even in 1931 where you paid out 99:40 of your operating 
dollar, that was still your own money that you took in from the public and not 
money that was obtained from the government? 

Mr. Coopmr: Yes. 


Mr. JAcKMAN: When we were dealing with the Canadian National-West 


_ Indian Steamship service Mr. Cooper was referring to the capitalizing of the 


deficit and how unsound it was from the standpoint of conservative accounting 
practice, and this profit and loss deficit on the West Indies’ books stands at 
$10,090,000. I am sure that the company feels that they can never surmount 
that deficit. It would be unreasonable I think to expect it. Could we ask for 
an expression of opinion from the management as to what recommendation they 


- would like this committee to make to the eovernment; what recommendation 


they would like this committee to consider? 

Mr. VaucHan: It would be difficult for us to do ahi now. The Canadian 
National Steamships Company is doing better. This is accounted for by the 
large volume of traffic moving. I do not think it would be wise for us to make 
that recommendation ‘at the present time. We might at some later date ask the 
committee to assist us in that connection; but I do not think it would be wise to 
do it at the present time. 

Mr. Jackman: It represents a loss which is most unlikely to ever be re- 
captured. 

Mr. VaucHan: I do not think we oe ever recapture it all; we are hoping 
to recapture some of it. 

Mr. Cooper: We paid back some $600,000 last year. 

Mr. VAUGHAN: Yes, we paid that much back. 

Mr. Jackman: How much extra interest was it you paid on the arrears? 

Mr. Cooper: Some $600,000. 

Mr. Jackman: In other words, you are almost servicing the deficit now? 

Mr. Cooper: Yes, we had a surplus of $593,000 last year, which was addi- 
tional to the interest for the year of $346,000. In other words, we paid our 
current interest and we reduced our deficit by $593,000. . 

Mr. JACKMAN: Or, in other words, you paid your current interest and 
interest on the deficit, which works out to about 6 per cent. On $10,000,000 you 
paid nearly $600,000. 

Mr. Cooper: Yes. 

Mr. Harris: I should like to ask how this distribution of the dollar com- 
pares with class A railroads in the United States. 

Mr. VaucHan: Have you any information on that, Mr. Armisieane? 

Mr. Armstronec: Yes. I can give it to you by general accounts: That is, 
as it is shown in the latter half of this table. Class 1 roads, for 1941, maintenance 
of way account, 11-28; maintenance of equipment, 18-56. 
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Mr. Harris: 11-28. That compares with 19? 

Mr. Armstrone: No, 15-47. 

Mr. Harris: And the figure is what? 

Mr. Armstrone: The figure is 11-28 for class 1 roads; 15-47 for the C.N. 

Mr. Harris: What would it be for the C.P.R., or is that public? 

Mr. Armsrrone: This is the C.P.R. We have it for 1941. These are 
preliminary figures we have for the C.P.R. As to comparability, whether they 
are the same or not, I do not know. The preliminary figure 13-30 is the 
corresponding figure for the C.P.R.. For maintenance of equipment, class 1 
roads; it is 18-56; and the C.N., 18-12. : 

Mr. Harris: And the C.P.R.? | 

Mr. Armstrone: The C.P.R. is 18.68. For traffic it is 2.09 for class 1 roads, 
1.74 for the C.N., and 2.17 for the C.P. Transportation for class 1 roads is 
33.20; C.N., 38.79 and C.P.R. 32.62. General expenses 2.59 for class 1 roads, 
3.24 for the C.N., and 3.19 for the C.P. All other expenses .81 for class 1 roads, 
.89 for the C.N. and 1.69 for the C.P. Transportation for investment credit, class 
I roads and the C.P. show no figure for that in 1941. For the C.N. the figure 
is -13 of a credit. I think you will find that class 1 roads and the C.P.R. have 
deducted that item from their transportation percentage. | 

Mr. Harris: That is a small item. 

Mr. Armstrone: Yes, very small. The total is 68.53 for class 1 roads; 
78.12 C.N. and 71.65 C.P. 

Mr. Harris: Do you anticipate another marked gain in the present year? 
Mr. Armstrone: I beg your pardon. 

Mr. Harris: There will be a very considerable improvement in the present 
year, will there not? 

Mr. VaueHan: We hope to make an improvement, Mr. Harris. I think you 
were absent when the cost of living bonus and other expenses were mentioned. 

Mr. Harris: Yes. | 

Mr. VaucHan: We will pay this year for cost of living bonus, plus wage 
increases in the United States, plus unemployment insurance, probably $15,000,000 
or $16,000,000 more than it cost us last year. But, notwithstanding that fact, 
we hope to have a better year this year than last year. Materials are also advan- 
cing in price, notwithstanding the Wartime Prices Control. 

Mr. Braperre: Materials? 

Mr. VauGHAN: Yes, materials. 

Mr. JackMAN: What does the transportation accounts item cover? 

Mr. Armstrong: That is shown on page 16 of the annual report. 

Mr. Jackman: I see you have got train fuel in the transportation expenses 
and yet you have got fuel in the distribution of the dollar. 

Mr. Armsrrone: I think you will find, Mr. J ackman, that there are two 
distributions on page 28. You will notice the first distribution is one between 
labour, fuel and other expenses and available for taxes and other accounts. 

Mr, Jackman: That is right. 

Mr. Armstrone: That totals a dollar. 

Mr. JAcKMAN: I see. 

Mr. Armstrone: Then it is broken down again to total a dollar. 

Mr. JAckMAN: Why is your transportation account expense relatively so 
much higher than class 1 railroads? You have 38 cents and they are 33 cents. 

Mr. Armstrone: The transportation ratio depends on a great number of 
factors, one of which is traffic density which is just one item. In the United 
States, for example, you have transportation ratios anywhere from probably 
about 20 per cent up to 40 per cent or 45 per cent. The class 1 roads have a 


, 
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traffic density that is probably 50 to 75 per cent greater than the C.N. The same 
thing is true of the C.P. Their traffic density is 20 to 25 per cent heavier than 
the’C.N. There are several factors. The proportion of passenger business, for 
example, has an effect on it; the proportion of passenger in relation to the total 
business; the average haul of freight would have some bearing on it; the types 
of commodities handled would have a bearing on the weight per car; the grade 
conditions, curvature conditions, all sorts of things affect transportation expenses 
in comparing the cost on two different arilroads. One other point is the question 
of how much money you get for the work you perform. For instance, we get a 
lower amount per ton mile than many other railroads. We have to perform 
more work to earn the same dollar, which raises the transportation ratio. 

Mr. NicHotson: How do you arrive at this maintenance of way accounts 
item of .1547 under the operating revenue dollar? How is that figure arrived at? 

Mr. Vaucuan: JI do not quite understand the question. 

Mr. Nicrotson: Under this item of operating revenue dollar, maintenance 
of way is given as .1547. How do you arrive at the revenue under the mainte- 
nance of way accounts? ( 

Mr. Watton: No. The revenue is not allocated to the maintenance of way. 
Out of the total earnings of a dollar, .1547 cents are spent in maintenance of way. 
It is tied in with the dollar. 

Mr. Nicuoutson: In the other column, we have operating expense dollar, 
.1980. I am not very clear what the distinction is in these two columns, on 
maintenance of way accounts. 

Mr. Wauron: I do not quite get the point. : 

_ Mr. Nicuotson: In connection with maintenance of way accounts, you have 
under operating revenue dollar, .1547 and under operating expense dollar, .1980. 
How do you figure the revenue? 

Mr. Wauron: ‘The first double column has reference to operating rev- 
enue. The next pair of columns are in respect to operating expenses. 

Mr. Nicuoutson: I can understand how operating expense is in connec- 
tion with maintenance of way but not what revenue you are showing under 
maintenance of way. 

Mr. Wauron: You do not. It is just tied into the revenue to form a per- 
centage that maintenance of way costs are to each dollar earned, not earned 
by maintenance of way but earned on the railway. 

Mr. VaucHan: One has relation to the amount earned and the other has 
relation to the amount expended. 

Mr. Watton: Yes. 

The CHarirMAN: .Have you taken up page 29 yet? 

Mr. DonneLLy: Not yet. 

Mr. Harris: Before you dispose of page 28, I should like to ask .a ques- 
tion about traffic accounts. Does that include the industrial bureaus? 

Mr. Vaucuan: I did not catch that. 

Mr. Harris: On page 28, under the heading of distribution of the dollar, 
there is an item of traffic accounts. Do those traffic accounts include the 
industrial bureaus 

Mr. VauGHAN: Yes, sir. 

Mr. Harris: How many industrial bureaus are there? Do they follow 
the same division as the railway does? 

Mr. VaucHAN: We have an industrial man in Montreal, and then we 
have one on each region. ) 

Mr. Harris: The purpose of the question, Mr. Chairman, was to record 
the good work which the industrial bureaus are doing, and to bring to the 
attention of the management that that is one phase of their activity that should 
be given more and more attention. I am desirous of paying tribute particu- 
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larly to those who work out of Winnipeg. At the same time, I shall make this 
observation, that I am doubtful whether they are keeping pace with their 
competitors in the same line of activity. Whether that is due to shortage of 
staff or what, I am not just sure. They are doing good work, but they are not 
doing a work that is good enough, in my opinion. I should like the manage- 
ment, if they feel so disposed, to make a general statement with regard to the 


policy and the work of this industrial bureau as it applies to industry par- 


ticularly. 

Mr. VaucHuan: Our industrial bureau’s duty is to get in touch with every 
prospective industry, with a view to obtaining the location of that industry 
on our lines, and naturally to secure the traffic from that industry. They have 
their ear to the ground all the time, and wherever they learn of an industry 
that is likely to come to this country from the States or elsewhere anyone 
who wants a new plant, anyone who wants a site, they get in touch with him. 
If any department of government wants a site for a munitions plant or any- 
thing of that kind, the industrial departments are there to serve them. We 
thought our industrial department, in all regions, was rather efficient, and we 
have received a great many complimentary remarks in respect.to the work 
they have done. a) . 

Mr. Harris: I should like to ask this question, Mr. Chairman. Has any 
contact been made with the industries in the United Kingdom which have been 
demoralized through the war conditions over there, towards getting those indus- 
tries or advising those industries, through this agency who no doubt have a 
United Kingdom connection, as to the possibility of coming over here? 


Mr. VaucHan: Yes. We have a representative in London who is looking 


after that work. | 

Mr. Harris: Who is that? Who does he come under? 

Mr. VaucHan: He comes under the jurisdiction of Mr, Clews, our Euro- 
pean manager in London. 

Mr. Harris: That is the European manager in London? 

Mr. VAUGHAN: Yes. 

Mr. Harris:: I was thinking, Mr. Chairman, more particularly of the 
United Kingdom. 

Mr. VaucHan: He has charge of our United Kingdom work especially, 
but his jurisdiction extends all over Europe. He cannot do much there now, 
but in normal times we have representatives in the important places in Europe. 

Mr. Harris: With all due deference to the witness’s opinion, Mr. Chair- 
man, I am of opinion that a very great deal can be done in the United King- 
dom in the case of industries which are bombed out, industries which pre- 
viously enjoyed the Canadian market under the British preference. I bring 
to the attention of the management that there is a good field for the activities 


of their industrial bureau, and I should like the management to say or give - 


us some idea of what facilities there are in the United Kingdom to take care 
of that particular feature. ; 
Mr. VaucHan: We have a man in our London office, Mr. Harris, who 
makes it his partiqular business to keep in touch with these industries. That 
matter has been up on several occasions, and our.men in London are watching 
that situation carefully. - 
Mr, Harris: What is the strength of the staff in London? 

Mr. Vaucuan: It has been reduced; many of our men have enlisted for 
active service. I can get you the number, I do not know it offhand. We have 
a substantial staff over there. 

The CHairMAN: Are you through, Mr. Harris? Shall we go on with 
page 29 
Mr. ARMSTRONG: 
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Mr. Emmerson: On that first item, the Atlantic region, can you tell the 
committee the amount of mileage there and where the trackage is? 

Mr. VAuGHAN: We can get that for you. 

Mr. EMmerson: I should like to ask one other question with regard to 
the mileage of trackage 82-95. Is that not a portion of the track operated by 
the D.A.R.? 

Mr. Wauton: We will have to look that up. 

Mr. Armstrone: I think the principal item there is the Fredericton to 
Vanceboro line. We have running rights over the Canadian Pacific. I think 
that is the principal item of that 82:95. 

Mr. EMmerson: That is the principal item of the 82:95 miles? 

Mr. ARMSTRONG: I said included in that is the trackage rights of the Cana- 
dian National over the Canadian Pacific between Fredericton and Vanceboro. 
The Canadian National has running rights over the Canadian Pacific line 
between these two points. 

Mr. EmMerson: From Fredericton to Vanceboro? 

Mr. ARMSTRONG: Yes. 

Mr. VaucHAN: In one or two places from Saint John to Westfield Beach 
we use the Canadian Pacific Railway. They would all add up in that total. 
We can break that down and give it to you later. 

Mr. Armsrrone: The thing that may be confusing about that, Mr. 
Emmerson, is this: we have trackage rights between these points and under a 
co-operative agreement the Canadian Pacific handles our traffic between Freder- 
icton and Vanceboro. ‘There is, however, an agreement for trackage rights 
between those points. 

Mr. EMmerson: Where is that trackage shown from Windsor Junction to 
Windsor? 

Mr. Armstrone: That would not be in here, sir, that would be in the 
Canadian Pacific annual report. They have trackage rights over our line. 


Mr. EMmerson: They lease the line; you do not operate it at all. 
Mr. Armstrone: Not between Windsor Junction and Halifax. 


Mr. EMmerson: No, Windsor Junction and Windsor. You own the line, 
but you do not run a train over it. 


Mr. Armstrong: That would be shown in the Canadian Pacific report, I 
would say, if it is a line which they lease. 


Mr. Emmerson: That is the only operated mileage? 
Mr. ArMstronG: Operated mileage of the Canadian National system. 


_. Mr. Vaucuan: I think the best thing is to give you the details of that. It 
is made up of a number of small items, Mr. Emmerson. 


Mr. Donne.iy: Your total mileage would be all these figures added together 
which would give a total of 31,945? 


Mr. Armstrone: Total miles of track or road? 
Mr. Donnetty: Track. 
_Mr. Armstrong: Miles of track would be the first track, 23,561; second 
main track, 1,315; third main track, 30 miles; fourth and other main tracks, 14:9; 


spurs, sidings and yard tracks, 7,023, making a total of 31,000, practically 
speaking, of all tracks. 


Mr. Donnetty: Nearly 32,000. 

Mr. Armstrone: That is right, nearly 32,000. 

Mr. DonNELLY: I move the report be adopted. 

Mr. JAcKMAN: Does the railway have any trucking subsidiaries? 
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Mr. VauGcHaNn: We operate trucks, but we have no trucking subsidiary 
companies. 

Mr. JAcKMaN: You operate trucks merely from the station to the point 
of delivery. Do the trucks actually carry goods or passengers a number of miles? 

Mr. VauGHAN: We have a few places where we do that, yes. For instance, 
we operate a bus service from Geraldton inté Port Arthur, also a truck service 
between those ‘points. 

Mr. Brapetre: Mr. Chairman, may I ask a question of Mr. Vaughan? I 
come from a relatively small section of the railway community. Some of the 
complaints I hear in travelling about from one section to another is that the 
clerical staff and the maintenance staff in cities like Toronto, Montreal, Winnipeg 
and Vancouver, have the chance of advancement that our men have not. I am 
thinking of what Napoleon said that every soldier has a marshal’s baton in his 
knapsack. I notice a great many of the higher positions in my district are 
occupied by men from outside that section. I do not know, or at least I have 
been told that men in our division have no place to graduate to in regard to 
higher positions. If that is true it would be discouraging for these bright young 
men. In the past I know the young men have graduated to higher positions; 
and as I look around mie here in this room I see officials of the C.N.R. who 
have graduated to their high rank from low positions. If that chance is not given 
to the young men in our district and the section around there it will be very 
discouraging to them. As far as the superintendents are concerned in my 
section they are all good men, but they come from Toronto or Quebec City or 
something like that. I am thinking of Mr. Gibault and others who have 
graduated into higher ranks from my own section. 

Mr. VAuGHAN: You had some superintendents graduate into a higher rank 
from there. 

Mr. BraperrEe: Not the clerical staff. It seems to me if these young men 
are not given that opportunity they will be discouraged. I know that is the 
case with regard to the accountants. 

Mr. VauGcHAN: We had that matter up the other day. We are trying to give 
these men some advancement by centralizing accounting. Some of them will be 
moving into larger places where they will have a better opportunity for advance- 
ment. 

Mr. Brapette: They will be given the chance to move? 

Mr. VauGHAN: Oh, yes. 

The CHairMAN: Gentlemen, are you ready to adopt this report? 

Mr. DonnELLY: I move we adopt the report. 

Mr. McCutuocu: I second it. 


Mr. Locxuart: May I ask one question, please. May I ask Mr. Vaughan 
to what extent bus services are being used to assist where rail services are being 
discontinued or perhaps not satisfactory to meet the public demand? Are there 
many points where that is being done? 

Mr. VaucHAN: You have reference to our own bus service? 

Mr. LockHart: Yes. 

Mr. VaucHAN: No; I think only in the Niagara Peninsula. 

Mr. Locxuart: That is what I was referring to. That is not being done 
generally? 

Mr. VaucHan: That is about the only place where we are doing it. 

Mr. Locxuart: It seems to be working out very satisfactorily? 

Mr. VAUGHAN: Yes. 


The CHarrMAn: Are there any further questions? 
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Now there is the motion that this report be adopted; it is so moved by Dr. 
Donnelly, seconded by Mr. McCulloch. 

Motion agreed to. 

Mr. DonneEtuiy: I move that we adjourn. 

The CHAIRMAN: Just a minute, don’t be in a hurry for a minute. We have 


before us here four items related to the estimates: No. 400, Maritime Freight 
Rates Act, Canadian National Railways’ eastern lines, $3,350,000. 


Mr. Donneutity: I think we had better let this stand until this evening 
because I notice some of the members have not their copies of the estimates with 
them. Also, I notice that in the blue book it says $3,500,000 last year, and it 
seems to me quite a bit less this year. 


The CuarrmMan: What is your pleasure, gentlemen, will the committee sit 
to-night at 8.30? 


Motion to sit to-night at 8.30 was agreed to. 


The committee adjourned at 6.50 o’clock p.m. to meet again at 8.30 o’clock 
p.m. this day. 


EVENING SESSION 
The committee resumed at 8.30 o’clock p.m. 


The Cuatrman: Gentlemen, we have four votes before us which it is 
customary for this committee to pass and recommend to the house. The first 
one 1s No. 400 which you will find on page 47 of the current estimates. 


Mr. McCutuocu: I move that the item pass. 
(Item agreed to). 

The CHarrMaAn: The next is vote No. 401. 
Mr, Donneuty: I move that the vote pass. 
(Item agreed to). 

The CuHarrman: The next is vote No. 410. 
Mr. Donnetiy: I move that the item pass. 
(Item agreed to). 


The CuarrMAn: The next is vote No. 411. 


Mr. Donnetuy: That is Prince Edward Island. I move that the vote 
carry. 


(Item agreed to). 


The CHatrman: Now, gentlemen, if you will permit Mr. Matthews of 
George A. Touche & Co., ‘the auditors, to appear before you, Mr. Matthews 
will be greatly obliged because he is anxious to get back to his office in 
Montreal. I presume we will have Mr. Matthews read this report in the 
ordinary way. 


Mr. Marruews: (Reads): 
10th March, 1942. 
The Honourable the Minister of Transport, 
Ottawa, Canada. 


Sir,—In pursuance of The Canadian National-Canadian Pacific Act, 1936, 
and Chapter 5, 1941, “An Act respecting the appointment of Auditors for 
National Railways,” we have audited the accounts of the Canadian National 
Railway System for the year ended the 31st December, 1941, and we now submit, 
through you, our report to Parliament. 
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We attach hereto the following financial statements of the National 
System :— 


Exhibit | I—Consolidated Balance Sheet at the 3lst December, 1941— 
together with Audit Certificate. 


Exhibit II1—Dominion Government—Proprietor’s Equity at the 31st 
December, 1941. 


Exhibit I1I—Consolidated Profit and Loss Account—Year 1941. 
Exhibit IV—Consolidated Income Account—Year 1941. 
Exhibit V—TInvestments in Affiliated Companies at the 31st December, 1941. 


Exhibit VI—Major Contingent Liabilities, including pension plans, at the 
3ist December, 1941. | 


Consolidated Balance Sheet 

Investments in properties and equipment appearing in the books of the 
companies as at the Ist January, 1923, were accepted by us. As against the 
corporate property investments brought into the National system accounts in 
1923, there have been applied the reductions as authorized by The Canadian 
National Railways Capital Revision Act, 1937. Since the Ist January, 1923, 
the property additions and betterments less retirements have been shown at 
cost. The property additions from that date include construction expenditures 
on certain branch lines, the completion of which has been suspended for some 
years. 

Investments in affiliated companies, as set out in Exhibit V, are repre- 
sented in the main, apart from the Trans-Canada Air Lines, by a 90% or less 
capital stock ownership. The basis of the balance sheet figure is cost, or in 
certain instances special valuations approved by the Interstate Commerce Com- 
mission. There are two principal factors for consideration in this type of 
investment by the railroad industry generally, viz:— 


(1) The extent of traffic benefits derived by parent companies as a direct 
result of their investments, and | 


(2) The fact that the affiliates have utilized the proceeds from the sale 
of their securities largely for investment in transportation properties 
and equipment. It is obvious therefore, that the future valuation trend 
affecting investments in affiliated companies will be dependent, basically, 
upon the future economic value of the properties and equipment of the 
railroad industry generally. 


The insurance reserve, mainly covering fire risks, is invested principally in 
the securities of Dominion, provincial and municipal governments, and in the 
securities of companies within the National system. 

In respect of accrued depreciation it should be noted that from the Ist 
January, 1940, depreciation accounting has been applied to rolling stock owned 
by all lines of the system and retirement accounting to fixed properties, and 
that prior to that date depreciation accounting was applied to rolling stock 
owned by United States lines and retirement accounting, on the basis of original 
cost, to other units of property on the system. ) 

The accounts of the system are stated in Canadian currency—sterling and 
United States currencies being converted at the par of exchange. 

A summary of Dominion Government — proprietor’s equity at the 31st 
December, 1941, is set forth on the balance sheet and the transactions during 
the year 1941 affecting proprietor’s equity are detailed in Exhibit IT. 
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Major contingent liabilities, including pension plans, are dealt with in 
Exhibit VI. With reference to pension plans, we would point out that reserves 
are not set up in the balance sheet against pensions presently being paid or 
conditionally accruing under the 1935 contractual plan and prior non-contractual 
plans. Actual pension payments made at the expense of the railway are 
charged currently to operating expenses. In respect of the pension contracts 
already issued and in force under the 1985 contractual plan the railway has 
made a tentative estimate, which has been accepted by us, showing a capital 
amount approximating $18,000,000. This capital estimate does not cover the 
pensions conditionally accruing under the 1935 contractual plan. 


Consolidated Profit and Loss Account 


The cash surplus for the year 1941, as shown in Exhibit ITI, is after making 
provision for the following:— 


(a) Interest on funded debt held by the public; 

(b) Interest on current loans from the government; 

(c) Amortization of discount on funded debt; 

(d) Depreciation on rolling stock, and 

(e) Fixed property retirements apart from capital losses charged to 
proprietor’s equity. 


Surplus working funds made available through charges for amortization, 
depreciation and fixed property retirements, included above, have been applied 
in reduction of the capital expenditure cash requirements from the government 
for the year 1941. | 

In the matter of current maintenance policy we have received certificates 
from the president to the effect that the properties and equipment of the 
National system have been maintained in a proper state of repair and in an 
efficient operating condition during the year 1941. 


Canadian National Railways Securities Trust 


The accounts of the National system comply with the provisions of The 
Canadian National Railways Capital Revision Act, 1937. 

The Canadian National Railways Securities Trust, under authority of 
section 22 of the Capital Revision Act, has been treated as a constituent unit 
of the National system at the 31st December, 1941. There is, however, a 
provision in section 23 of the Act requiring presentation to parliament of a 
trustees’ report and a separate balance sheet for the securities trust. The 
trustees’ report sets forth in a summary manner the transactions of the securi- 
ties trust during the year 1941. Our audit certificate is appended to the 
separate balance sheet. 


General Scope of Audit 


The general scope of the test audit which we have made of the National 
system for the year 1941 may be outlined briefly as follows:— 


(a) Examination of major expenditure authorities which were based prin- 
cipally upon recorded resolutions of the directors. These major 
expenditure authorities in turn have been established mainly by 
corporate by-laws of the Canadian National Railway Company, Acts 
of Parliament and orders in council. 


(b) Audit tests in the offices of regions, separately operated properties and 
system headquarters, covering a cross section of the major expenditures 
so authorized. 
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(c) Examination into the adequacy of the internal audit control in general 
by the accounting staff of the system. In this connection we work in 
collaboration with the executive accounting officers at headquarters, 
having as a common objective the securing of maximum internal 
. protection to the system in the control of cash receipts and expenditures, 
securities held, material storés, accounts receivable, etc., and 

(d) Audit and certification of the consolidated balance sheet, income and 
profit and loss accounts for presentation to parliament, which body 
is thus placed in possession of facts upon which conclusions can be 
reached as to the stewardship of the duly appointed administrators 
of the system. 


The audit covered the various balance sheet accounting units in Canada, 
the United States and Great Britain with income and profit and loss accounts 
originating in the revenue offices, regions, separately operated properties and 
system headquarters applicable to some 96 companies comprising the National 
system as an operating entity. 


A copy of our memorandum to the board of directors dealing with internal 
matters will be despatched to the Minister of Transport in due course. 

We report to parliament that the National system accounts have been 
maintained, during the year 1941, in an efficient manner and generally in accord- 
ance with the accounting classifications in use by the class I railroads of the 
United States. , 


TRANS-CANADA AIR LINES 


The Trans-Canada Air Lines have not been included as a constituent unit 
of the National system although 100 per cent stock ownership of the Air Lines 
is vested in the Canadian National Railway Company. A separate balance 
sheet and income account have been certified by us at the 31st December, 1941. 

The insurance reserve, covering aircraft flying risks and employers’ liability, 
is not specifically invested, the relative funds being included in the general 
working capital of the Air Lines. 

The surplus for the year 1941, as shown by the income’ account of the 
Air Lines, is after making provision for:— 


(a) Interest at 5 per cent on the capital investment in accordance 
with the Trans-Canada contract, and 

(b) Depreciation on capital assets at rates similar to those used by 
other major air line companies in North America, in accordance 
with the Trans-Canada contract. 


CANADIAN NATIONAL (WeEsT INDIES) STEAMSHIPS, LIMITED 


The accounts of the Canadian National (West Indies) Steamships, Limited, 
and subsidiary companies are not consolidated with those of the National 
system, the 100 per cent stock ownership of the parent steamship company 
being vested in the dominion. A separate consolidated balance sheet together 
with consolidated income and profit and loss accounts have been certified by 
us at the 31st December, 1941. 

The SS “Lady Somers’, which was requisitioned for war service in October, 
1940, was reported lost in July, 1941, as a result of enemy action. Pending 
settlement by the government the capital value of this ship is shown separately 
on the consolidated balance sheet on the basis of original cost less accrued depre- 
ciation to the date of requisitioning. 
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The insurance reserve, covering marine and war risks, is invested principally 
in the securities of dominion, provincial and municipal governments. The SS 
“Lady Hawkins”, reported lost as a result of enemy action in January, 1942, was 
insured in the insurance fund in the amount of $1,500,000. 

The surplus for the year 1941, as shown in the consolidated income account 
of the steamships, is after making provision for:— 


(a) Interest on funded debt held by the public; 

(6) Interest on loans from the government, and 

(c) Depreciation at 3% on the capital value of vessels. This rate, which 
has been in effect since the inception of the companies, is based upon 
an anticipated 25 year life and 25% salvage value. 


In the matter of current maintenance policies we have received certificates 
from the responsible officers of the Trans-Canada Air Lines and the Canadian 
National (West Indies) Steamships, Limited, to the effect that the respective 
properties and equipment have been maintained in a proper state of repair and in 
an efficient operating condition during the year 1941. 

In respect of both the Air lines and the steamships, the test audit which we 
have made for the year 1941 is similar in scope to that of the National system 
and may be outlined briefly as follows:— 


(a) Examination of major expenditure authorities, embracing mainly the 
recorded resolutions of the directors, corporate by-laws, acts of Par- 
liament and Orders in Council; 


(6) Audit tests covering a cross-section of the major expenditures so 
authorized ; 


(c) Examination into the adequacy of the internal audit control in general 
by the accounting staffs of the companies covering cash receipts and 
expenditures, securities held, material stores, accounts receivable etc., 
and 


(d) Audit and certification of the balance sheets, income and profit and 
loss accounts for presentation to Parliament. 


We report that the accounts of the Air lines and the steamships have been 
efficiently maintained during the year 1941. 


Yours faithfully, 
GEORGE A. TOUCHE & CO. 


These exhibits which follow that, exhibits 1 to 6, are in effect confirmation ° 


of the relative schedules supporting the railways’ printed accounts. That covers 
exhibits 1 to 6. 

The Cuatrman: Do you wish to point out anything in regard to this? 

Mr. Marruews: No. Our report, as far as we are concerned, Doctor, contains 
anything we wish to say about it. ‘ 

The CuairMAn: Does the committee wish to go over these sheets and discuss 
them, or is there any discussion in connection with the report? I remember your 
recommending, either last year or the year before a, shall I say, uniform system 
of accounting, Mr. Matthews. 

Mr. MatrHews: Yes. | 

The CHarrMan: You recommended that the Canadian railways do it. Did 
anything come of that, to your knowledge? 


ee 
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Mr. Marruews: We have not included it in our report this year, Mr. 
Chairman, for the first time, I think, since 1933. The reason is that whilst we 
have not changed any view we hold in the matter, we feel that the time just 
now is not opportune to further press that, matter. There was, as Mr. Cooper 
told the committee the other day, considerable work done with a view to bringing 
about some uniformity of accounting between these two railways; but, unfortun- 
ately, conditions made that impracticable of accomplishment at that time. I 
think Mr. Cooper explained that to the committee. 

Mr. McCuttocu: I move that that report be adopted. 


The CuairmMan: It is moved by Mr. McCulloch that the report of George A. 
Touche & Company, auditors for the Department of Transport, be adopted as 
read. 


Mr. NicHouson: Before you put this motion, there is a question I wish to 
ask. There is an item of liabilities, long-term debt, $1,000,000. What percentage 
of this amount is held in Great Britain? 

Mr. Marruews: I could not tell you that. 

Mr. Hazen: The railway had certain assets in France, did they, at the 
time the war broke out? What became of those? 

Mr. Marruuws: I did not hear the question. 

The CHAIRMAN: Did the company have assets in France at the time the 
war broke out? 

Mr. MarrHews: Oh, yes. 

Mr. Hazen: What became of them? Were they written off? 

Mr. Matruews: No. That is the Hotel Scribe. “No, they are not written 
off. They are carried in account 705, investment in miscellaneous physical 
property in the main. The matter is included in our comments to the board, 
but we do not feel at this stage that there is any finality to any adjustments that 
might be made, so that the amount is carried in the investment account pending 
final determination of its fate. 

Mr. Hazen: What value do you place on it? 

Mr. Matruews: The value is carried in the books at cost. 

Mr. Hazen: What is that? 

Mr. MatrHews: How much? 

Mr. Hazen: Yes. 

Mr. MatrrHews: $2,666,173 is carried in miscellaneous physical property 
and $64,000 is carried in road and equipment property. 

Mr. Hazen: Was work stopped after the war commenced, on any branch 
line? 

Mr. MatrHnws: Stopped after the war commenced? 

Mr. Hazen: Yes. Were you building any branch lines or doing any other 
construction work? 

Mr. MarrHews: I would refer that question to Mr. Vaughan. 

The CHAIRMAN: Yes. That is not for the auditors. 

Mr. VaucHAN: Not since the war. We had practically no construction 
work under way of branch lines when war started, so there was nothing to stop. 

The CHARMAN: Are you ready for the question? 

Mr. Gray: Question. 

The CHAIRMAN: All in favour? Contrary? I declare the motion is carried. 

The next item, I imagine, ought to be the Canadian National Railways’ 
Securities Trust. 
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Mr. MaysBanr: Before you pass to another matter, may I say that in spite 
of our having adopted the report of the C.N.R., I presume that we are going 
to have a visit from the Department of Air and also a return by the Minister 
of Naval Affairs? 

The CHAIRMAN: That was the understanding, but Mr. Powers is not avail- 
able and Mr. Macdonald was not in the house or I would have advised him. I 
do not know where he is. 

Mr. Maysank: He was going to get some information. 

The CHAIRMAN: Yes, I know. He has it and expected to come in this after- 
noon, but he did not come in. 

Mr. Maysank: I thought I would say now that I still think it is important 
to have a picture of the Department for Air and Naval Affairs. That does not 
mean that we have got to stop now, though. 

The CuHarrMAN: You would still like Mr. Macdonald to come back. You 
think we should send out and look for him? 

Mr. Maypank: I was not suggesting how it be done. 

The CHAIRMAN: That is the only way it can be done. 

Mr. MaysBank: He ought to be here. 


The CHAIRMAN: All right. Meanwhile shall we proceed with this Canadian 
National Railways’ Securities Trust? 


Mr. DoNNELLY: Proceed. 

The CuarrMan: Then I will call on Mr. F. M. Maclennan to present that 
report. 

Mr. MAcLENNAN: 


THE CANADIAN NATIONAL RAILWAYS SECURITIES TRUST 


Orrawa, March 11, 1942. 
The Honourable P. J. A. Carvin, M.P., 
Minister of Transport, 
OTTAWA. 


Sm,—In conformity with Section 23 of The Canadian National Railways 
Capital Revision Act, 1937, the Trustees submit the following report of the 
transactions of The Canadian National Railways Securities Trust for the 
calendar year 1941. 

The value of the Capital Stock of the Securities Trust has been increased 
during the year by $1,576,413.70, this being the amount by which capital gain 
and surplus earnings of the Canadian National Railway System for the year 
1941 exceeded the capital losses during the year. 

The items of capital losses in respect of which His Majesty has not made 
cash reimbursement to the Railway are shown hereunder, together with the 
item of capital gain and the amount of surplus earnings of the Railway System:— 


LINE AND PROPERTY ABANDONMENTS 


Parisville ito'/Deschailionsycrs. ces)... «een: » 3°54miles $ 61,234 71 
Tweed, (to? Varker. 20 7 aha bl oo Re Ra 33°94 “ 607,145 87 
Marmoras' Branch ss cern a ai 4 a... eee a 6-19 “ 76,534 35 
Whitby” to PortePelry ease cet... Sale ee BF 50 HF 191,563 27 
Niagara Walls) City canes, we setup. « ../“aenanens L220 jaa 329,214 79 
Clinton’ ton Winghairn, sobre aeue es ss) « Seep ene oe Coline 430,773 37 
Bay’ (City ‘Terminals acilitiess. Ge : .: eG Pee. 2:94 * 379,984 90 
Red' Deer Jct. toiRedi Deer)... .. . Lea 5:09 “ SOic ime 
Fortierville to: ‘Sti (Gregorre tues. .'.. Te Ee td On! ee 38,083 64 
Quebec Central Railway—telegraph lines.............-.eee00- 57,274 76 

; Ota, Hit ee CR aio, prota ape! ss a aNimenmeamaenmess envi, tar ca A Maeno $\ 2,589. 187721 
Capital gain on redemption of G.T.R. Perp. Debenture Stock... 99,274 17 
Surplus earnings of the Canadian National Railway System for 

the vear wl 94 1g Ce eG | UN range ene ecg er 4,016,326 V4 


Net gain credited to Proprietor’s Equity............ $ 1,576,413 70 
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With regard to the item of capital gain amounting to $99,274.17, the 
Canadian National Railways, for the purpose of their 1940 accounts, estimated 
that £22,500,000 of Grand Trunk 4% Perpetual Debenture Stock would be 
finally surrendered under a Vesting Order, dated October 26, 1940, made by 
His Majesty’s Treasury of the United Kingdom. Accordingly the relative 
capital gain of $5,503,500 was dealt with in 1940 through Proprietor’s Equity 
account. Particulars of this transaction are recorded in the report of the 
Securities Trust for 1940. 

The amount of Debenture Stock redeemed under the United Kingdom 
Vesting Order to December 31, 1941, amounted to £22,760,000, resulting in a 
reduction in the outstanding debt of the Railway of $5,567,096. A further 
amount of £139,890 was redeemed in 1941 under an offer, dated December 14, 
1940, made to residents of Canada, which resulted in a reduction of $35,678.17 
in the Railway debt. 

The reduction in the Railway debt as above, amounting to $5,602,774.17, 
has been accounted for as a capital gain through Proprietor’s Equity account— 
$5,503,500 in the 1940 accounts and $99,274.17 in the 1941 accounts. 

There were no transactions during the year affecting the collateral securities 
held by the Securities Trust. 

The Trustees present herewith the Balance Sheet of the Securities Trust 
as at December 31, 1941. 


For the Trustees, 
W. C. CLARK, 
Chairman. 


The next is the Balance Sheet of the Securities Trust as at December 31, 
Loa Tey 
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This is exactly the same as last year. There is no change in the schedule 
attached to this report from last year. 

The CHatrrMan: Then there is no need of reading it. You have heard the 
report; is there any discussion? 

Mr. Hazen: May I ask about the Niagara Falls city lines? It is described 
as 1:20 miles and valued at over $329,000. What does that represent? 

Mr. VAuGHAN: It is an electric line we had in Niagara Falls. 

Mr. Hazmn: Is there anything beside the line? If that is only the line it 
seems a large amount for that small mileage. 

Mr. VaucHAN: There was some property there and the line, also a 
terminal station, 

Mr. Hanson: Was there nothing realized on that? Was there nothing saved 
out of that when you abandoned it? 

Mr. VaAuGHAN: That is the net amount. There was some salvage. The 
salvage was $291,886.51; leaving $329,214.79. 

The CuatrMan: Is there any further discussion; if not the motion to carry 
the report will be in order. 

Mr. Gray: I move the report be adopted. 

Mr. McCuuuocu: I second it. 

Motion agreed to. 

The CHAIRMAN: We shall now start on the budget. 

Mr. Armstronc: This is the budget of the Canadian National Railway 
system for the year 1942. 


CANADIAN NATIONAL RAILWAYS 
(All-Inclusive System) 
BUDGET FOR YEAR 1942 


SUMMARY 
Reference 
Page Amount Total 
Net Cash Surplus on Income Account: 
Canadian National Railways.............. 2 $ 5,000,000 
Oanital “Hi xpenditires eee. einen eile. on ame 3 $ 9,162,000 
Acquisition. of , Securrtiess. sii esues veces. a's 4 3,403,000 
Retirement of Maturing Capital Obligations: 
Including Sinking Fund and Equipment 
Principal (Payments tanec es ooh ae 5 9,795,000 
Motel BRAC Woaaeyie. ss ieee $22,360,000: 


Statutory Authorization: 
Trans-Canada Air Lines: 
Chapter 43, Statutes of Canada, 1937 4 $ 1,250,000 
Montreal, April 24, 1042. 


CANADIAN NATIONAL RAILWAYS 
(All-Inclusive System) 
BUDGET FOR YEAR 1942) 


Net Cash Surplus on Income Account— 


Amount 

Operating Revenues, excluding 20: per cent Contribution, M.F.R. Act.......... $ 348,090,000 
Contribution from Government under M.F.R. Act (20 per cent).............. 3;5:10,000 
Government Share of Operating Account, P.E.I. Car Ferry and Terminals.... 400,000 
Total Operating [Mevenuesuce 2\0'. ... . inlets aes shoe's ch icles ae 352,000,000 
Operating * Expense’ iii 20g co cae ite CRN CTE SUR a tata 281,000,000 
Net Revenue from Railway Operatiion........0.c.ccccccccccccccccce 71,000,000 

Other Income and Profit and Loss Requirements...........ccecccceccceecs 14,108,000 


NetvAvastlable fori Intenest:: ..'s |Join re areas tre 56,892,000 
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Interest Charges: — 


Interest due Public on Long Term Debt...5..... 00.200 ce cece eee ee ees 43,855,000 
Interest on Dominion Government. Loans for Capital and Refunding..... 8,037 ,000 

Total, Interest: Charges. i460)... 6 ale 600s eleinn's #18 UMN eTal dhe! eal Gena nhias: «ae 51,892,000 
Estimated Net Cash Surplus on Income Account...............+.+505; 5,000,000 


Mr, Mayspank: Before you get into a split-up of the estimated capital 
expenditure I should like a little more explanation of this $14 million item, 
“Other income and profit and loss requirements.” How is that made up? 


Mr. Armsrrone: That is made up of a considerable number of accounts, 
including taxes, rent) from equipment, rent for equipment, income from lease 
of road, income from funded securities, miscellaneous income, miscellaneous 
rents, results of separately operated properties— 


Mr. Maypank: Quite a conglomeration ending finally in $14 million. 


Mr. Armsrrone: That is correct; it is the net debit figure of a large num- 
ber of credits and debits. 


Mr. Maysank: All right. 
Mr. Armstronc: The total of general additions and betterments is 
$16,210,000. 


CANADIAN NATIONAL RAILWAYS 
BUDGET FOR YEAR 1942 


ESTIMATED CAPITAL EXPENDITURES 


General Additions and Betterments, less Retirements— 


PN EIATICIC ERGOIONE c Heela die eatale Sahel ae elas o/b) ola MME ot AWe inh $a) a eA esas apie a\l a Ege wha) gy pha Wie! yaks $1,605,887 
Gentral: Region vas sei ye Lp ae eat eal dar ssa ala oP elute ehwla/iada Gis elt pi 8 siiey alee) alent & ‘sale ale 4,716,179 
WV eeatern NILOZIOIN sig tia ei mle eaaieisl the Uitte earaaNG AeMMMMMeN drala\\ot ey Sie Wilptatdgatieye ira linia om iae, ay o/ 4) m Bir 2,509,062 
Grand. runk .V¥ ester Hairs WOMAN y » came iery) sas) ea cak pare alte sia Roalela late wlate Sein 6 812,924 
Mevitral VeErMone all Wa Vee NG. sami teeel les 0G UMMA Pater s'e's: a) ei oa iallegatu sila ee yi) ose) Starla pimp laters 110,867 
OCC eae ae ue tt eT RR aT at van TG OLY ch CV MO VEGI. 'g ca aha «MIN NEG NY agg alltel lo laps neue 83,652 
MONELCHL LETMINAIB VEVELGDINEH Gt cic Yul b).  eMMMMTaer shieie ye sal a: Skea eiaracg lw els. wiWigis laa! oles) a Hie 1,900,000 
Prince, Hd wards island GareWerryrand) Derm img@ign ns oe. ids <i sayin e s\eleleets qin deal aia's VS 160,500 
NUDHIGIAry | Com Panieds: Cy tlre hie elem ain). ARmmmmMMn ure gee cn wiaeahy et gb atlas HAS anal qian ty 75,410 
General, including additions and betterments to equipment.................2.. 4,235,519 

$16,210,000 


The CuairMan: You jumped very rapidly through that list, Mr. Arm- 
strong. I had an idea the committee might wish to interrogate you on general 
conditions and betterments because these are rather important matters, lI 
should say. 

Mr. McCutuocu: I notice here an item, “Atlantic region, $1,605,887.” 
What is intended to be done on that division? 


Mr. Armstronc: ‘There is a large number of items included in that, Mr. 
McCulloch. We might give you— 


Mr. McCuttocu: Just the principal ones. 


Mr. Armstronc: I would say rail, track fastenings and ballast make up 
a large amount, siding extensions and— — 

Mr. McCuutocu: That is all right. 

Mr. Armstrone: Many items’ of improvements. 

Mr. McCuttocu: I see an item then, “Prince Edward Island Car Ferry 
and Terminals, $160,500.” 

Mr. Armstrone: That is principally the changing over from coal to oil. 

Mr. McCuutocH: That is a bad idea. 

Mr. VaucHan: There are other items there as well. They are putting 


housing and cabin accommodation on the top deck, and generally fixing up the 
old ferry boat that takes the place of the Charlottetown that was. 
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Mr. EMmMerson: Would that come in in 1942? Was not that in last year, 
that change over from coal to oil? 


Mr. VaucHAN: It was just started the end of last year: practically all the 
accounts will come in in 1942. 


The CHatrMAN: The item with regard to the Montreal terminals develop- 
ment, $1,900,000, I suppose that item will clean that matter up pretty well? 


Mr. VaucHAN: That is the balance of the capital account we expect to 
have to expend. 


Mr. Hanson: Does that item for hotels cover deficits? 


Mr. VaucHan: No; they will be capital expenditures of one kind and 
another. It is a multitude of small items for various hotels. 


Mr. McCuutiocuH: Do you intend to purchase 4,000 box cars? 
Mr. VauGHAN: Yes, sir. 
Mr. McCutuocu: I suppose a good many of those are on order now? 


Mr. Vaucuan: Yes, they are; we have committed ourselves for practically 
all of those cars. | 


Mr. McCuttocu: Nine hundred and fifty, I think, for the Eastern Car? 


Mr. VaucHan: The Eastern Car Company will get 900 of the box cars 
and 250 of the hopper cars, or a total of 1,150. 


Mr. McCuutocu: Roughly, what would that amount to in dollars and 
cents? 


Mr. Vaucuan: I think we have that here. I will look it up for you. 

Mr. NicHotson: Have these 81 second-hand all-steel passenger cars been 
delivered? 

Mr. VaucHan: No, they have not all been delivered; some of them have 
been delivered and the balance will be delivered very shortly. 3 


Mr. Maysanx: How near is the $1,900,000 for Montreal terminals coming 
to finality in the expenditures there? 


Mr. VaucHAN: We expect that to be the final capital amount required to 
finish the terminal. : 


Mr. MaAypank: You will be in there soon? 

Mr. Vaucuan: We expect to be in late in the fall. 

Mr. Nicuoison: All of the necessary materials are available, are they? 
Mr, VaucHan: Yes, sir. 

Mr. Donnetty: What do you mean by these second-hand cars? 


Mr. VAUGHAN: Those second-hand cars were purchased from the Pullman 
Company, Chicago, and we bought them at a very reasonable figure. 


_ Mr. Hanson: With respect to betterment for western lines ; is there any 
item there for the Jasper-Prince Rupert branch, the northern line? 


Mr. VAuGHAN: I think there are some small items. There is a contingent 
fund of a quarter of a million dollars for the work on that line. 


Mr. McCuttocu: What is the value of these cars? 

Mr. Vaucuan: It would be approximately $5,000,000. 

Mr. Braperre: What would be the estimated cost of these locomotives? 
Mr. VaucuHan: In the neighbourhood of $165,000 each. 

Mr. Braperre: And the box cars, how much would they cost? 


Mr. VaucHan: They would cost in the neighbourhood of $3,800 each, or 
thereabouts. . : 


Mr. Sanprerson: Are they made in Canada? 
Mr. VaucHan: The box cars are made entirely in Canada. 


——"" 


ee 
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Mr. NicHouson: You are using a number of oil electric locomotives on 
some parts of the system. I understand they are quite economical. Would 
it be possible to increase the number of them to provide better accommodation 
on lines where bus traffic is now being used? 


Mr. VaucHan: I do not think it would be possible to get any more at the 
present time. Diesel engines are very difficult to obtain at the present time. 
But I would not be surprised after the war if we were to find it economical to 
acquire a number of them. 


Mr. NicHotson: Have they been operating much? 
Mr. VauGcHAN: Yes, they have. 

The CHAIRMAN: Proceed, Mr. Armstrong. 

Mr. Armstrone: Page 3 continues: 


Equipment Purchases—100% of Cost 
Canadian National Railways— 
81 Second-hand all-steel passenger carrying cars (to 
be converted into colonist cars and first-class non 
air-conditioned coaches). 


Grand Trunk Western Railroad Company— 


200 Box Cars 
Total estimated cost, iat Sales Tax, Inspection 
Uhareés sand (ost of Gonversiomansioms © ais cate nn bs kd oh. aati $ 3,208,000 
Purchase of Equipment under Hire-Purchase Agreement with the 
Dominion Government. Repayment for this equipment is 
expected to be spread over a period of years commencing in 1943. 
No cash required in 1942:— 


Canadian National Railways— 


25 Northern type locomotives 
4,000 Box Cars 
100 Overhead Refrigerator Cars 
250 70-ton Triple Hopper Bottom Cars 
10 Baggage Cars 
Total estimated Cost, including Sales Tax and _ Inspection 
Charges, $25,168,000. 


Equipment Retiremente s220. fer. MIRE Vu aso etc Vie oie aaa cls 2,056,000 

Available from Reserves for Depreciation and Debt Discount 
AT OTET ZOE LO Mau anal ar Winter pee ctrd.. HOw otelNk fy CUMMm ae! oc Peh rye nae ac ki, Babel Sis4 8,200,000 
$ 9,162,000 


Mr. Emmerson: What is that northern type of locomotive? 

Mr. Watson: The Northern type practically duplicates the engines num- 
bered in the 6100 series. | 

Mr. McCuuuocH: What is the value of those engines? 

Mr. VaueHan: As I said a little while ago, Mr. McCulloch, we will not 
know the final cost until they are finished; but the contract price is approxim- 
ately $163,000. ; 

Mr. Donne iy: Is this about the usual amount for annual new equipment? 

Mr. VaucHan: No, this is more than usual. We have not purchased 
equipment in any quantity for some time. We did buy some last year. 

Mr. Donnetiy: What has been the average? 


Mr. VAUGHAN: Some years we have not purchased any at all, particularly 
during the years of the depression. As a matter of fact even with this new equip- 
ment we will have less equipment than we had in use in 1928, the last peak 
year; and we are handling considerably more business now than we did then. 
In the meantime there have been a good many cars destroyed and retired, so 
that we have many less locomotives and cars than we had in 1928. 


The CHarrMAN: All right, let us proceed. 
Mr. ARMSTRONG: Page 4 shows the acquisition of securities for 1942: 
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ACQUISITION OF SECURITIES 


Toronto Terminals Railway Company— 
Joint with the Canadian Pacific Railway Company 


Provision for Canadian National Railways’ Proportion of Capital 
Expenditures of the Toronto Terminals’ Railway Company, 


which may be required in 1942...........-...--4-. 


PRN ica $ 100,000 


Mr. DonnELLY: Do you pay that much in each year? 


Mr. Armstrone: Not necessarily. 


Northern Alberta Railways Company— 
Joint with the Canadian Pacific Railway Company 


Provision for Canadian National Railways’ Propor- 
tion of Capital Expenditures of the Northern 
Alberta Railways Company, which may be required 
FU a Te ee. AMR eB aie deen es Vales slitia: a leas $ 

Requirement for redemption of 4% Debenture Stock 
of Edmonton, Dunvegan and British Columbia 
Railway, due February 16, 1942, Total, $6,429,451. 
CUNUR WIR ROpOr hon D0 Soi iis 62 fe ale elainslonayel ent ostebebetie sus 


Tots) Gen. Ve TOpOLblOly nt canter se aarp $ 


Chicago and Western Indiana Railroad Company— 
Advance to be made to the Chicago and Western 
Indiana Railroad Company, under terms of Fourth 
Supplemental Indenture dated as of March 1, 1936, 
between that Company and the Bankers Trust 
Company’ joi. ls Mame teeta ar Vial ts ib lity ae eR MT oa 


Detroit and Toledo Shore Line Railroad— 
Reduction in Ledger Value of Capital Stock, by appli- 
eation of amount of special dividends to be re- 
Ceived NGUFING 229425) \nmentalaaalcis« © s/etakehtiebs ofa elareiei= 


chem ato WMA Lire ere H len NM a's ene ARV 3 lor, RATA tie 


Statutory suthobizatione 
Trans-Canada Air Lines 
Provision for contribution by Canadian National 
Railways towards purchase of balance of Capital 
Stock of Trans-Canada Air Lines, authorized under 


Chapter 43, Statutes of Canada 1937:— 


3,214,726 


3,414,726 


(say) $ 3,415,000 


138,000 


250,000 


PE a a: $ 3,403,000 


Total Capital: Stock Authorized.~...... sn. 2 eee we $ 5,000,000 
‘Amount (already) Bequiredien. oa ek. . - ccleipnerat reais 2) \6 3,750,000 
Balances Papen frelges a tees amu Cee eeee ee Sus «a1 SN TR Coadiatierpn aie hme cs al aimee caret $ 1,250,000 
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Page 5 shows the retirement of maturing capital obligations, sinking fund 
and equipment principal payments, as follows: 


Due date 
1942 Issue 
April 16—Payment under Hire-Purchase Agreement, 1938.........02-+2.e eee eee $ 517,173 07 
April 18—Payment under Hire-Purchase Agreement, 1939......-+.-++.e-ee ee eee 991,968 32 
May 1—Canadian National Railway Company 43% Equipment Trust Series “J” 
Certificates! He yee tO TR es bv ieee, F080, GOO OB 
May 1—Canadian National Railway Company 5% Equipment Trust Series “K” 
GaOrtreGa tess) een ee ake te CO De the ads at AMR caer lAawe, Wits Waele, 58a) & = 1,200,000 00 
June 1—Canadian National Railway Company 43% Equipment Trust Series “L” 
COMET CHEERS e3 PI ete ally Lowen shade La SRR URI MN aN apes Aldine. ote gS 1,050,000 00 
June 1—Grand Trunk Western Railroad Equipment Trust, 1941................. 285,000 00 
July 1—Canadian National Railway Company 2% 1927 Guaranteed Debenture 
S Gore Rabe aan eee ert CER Lena BRESCIA Se manera INC Skee. widened. a Ga 1,008,210 40 
July 1—Canadian National Railway Company 24% Equipment Trust Series “Q” 
Geren Ga lage Lo, Cid tcage) CO ey ee, eo a GPR EMMI ML aS ted eb ase alerel pak Muh 650,000 00 
July 1—Wellington, Grey and Bruce Railway Company 7% Bonds.............. 6,813 33 
August 1l—Canadian National Railway Company 24% Equipment Trust Series 
ANE GOPtIeabeni | cl wba ned sapuctes Ghai so Cis 0 rein Mere a site ck tila SG) Gayla abe eo ty 1,430,000 00 

September 15—Canadian National Railway Company 22% Equipment Trust 
DeRicder er a LOGS Pree) Aaa ty (SGC RerE MR SCENT Cee. otha, wads 500,000 00 
October 1—St. John and Quebec Railway Company 4% Stock ..............-2.-. ZE2TO VE 
December 1—Grand Trunk Western Railroad Equipment Trust, 1941............ 285,000 00 
December 14—Grand Trunk Western Railroad Equipment Trust, 1929........... 283,000 00 
December 14—Central Vermont Railway; Inc., Equipment Trust, 1929............ 124,000 00 
meer 31—Indebtedness to State of Michigan re Woodward Avenue........ 430,000! 00 
January 1—Wellington, Grey and Bruce Railway Company 7% Bonds.......... 6,813 33 
Gren total usd vickieinkic cides «able $9,795,258 22 


(Say) $9,795,000 00 


Note.—There has not been included in the above statement the semi-annual Sinking Fund 
Payments of $250.000 each, due July 1, 1942, and January 1, 1948, for Canadian Northern 
Railway Company 63% Sinking Fund Bonds, as these amounts, in the judgment of the Manage- 
ment, will not be required owing to the improbability of our being able to use same in 
accordance with the terms of the Trust Agreement. 

_Mr. Gray: How long do you go on paying the Wellington, Grey and Bruce 
Railway Company 7 per cent bonds? 

Mr. Cooper: Those bonds come under the present vesting orders, and in all 
probability they will be cleared up this year. 

Mr. DonnELLY: Good. 

Mr. NicHotson: How long have we been paying this 7 per cent? 

Mr. Cooper: Not less than 60 years. 

Mr. VauGHAN: Too long to remember. 

The CHarrMAN: All right, next. 

Mr. Armstrone: That is the end of the budget. 

_ The CuarrmMan: That is the end of your budget, all right; well then, have 
you any discussion? If not, let us adopt this budget and get going. 

On motion by Mr. Donnelly, seconded by Mr. Sanderson, the budget was 
adopted. 

The CuarrmMan: Now, the Hon. Mr. Macdonald is with us in connection 
with some testimony that the committee wished him to give. Are you ready 
for him to make his statement? 

Mr. Gray: Might I just interrupt one second before Mr. Macdonald starts 
in? We have already passed the items of the estimates Nos. 400, 401, 410 and 
411. I believe you require a separate motion in order to report these items 
to the house, and I would so move; that the committee report the estimates that 
I have enumerated to the house as passed by this committee. 


Motion agreed to. 
52170—44 
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Hon. Mr. Macponatp: Last evening, gentlemen, certain questions were 
put at the end of my statement. As I have noted them down the first was 
whether the Canadian National Railway had to reimburse or recoup the C.P.R. 
with respect to certain fares collected at Halifax. I think the railways promised 
to answer that. It is not a matter within my knowledge. 

The second point -was as to whether the naval regulation which I read 
last night, regulation No. 281, stating that either Canadian National or Canadian 
Pacific Railway should be used according to the convenience and best interests of 
the services; whether that regulation conflicted in any way with the order made 
by the Naval Secretary, Captain Cosette. I have a note on that here. It is to 
the effect that it was not intended by Captain Cosette that his order should 
in anv way do so, and that is all he could do, he could not actually over-ride 
Naval Regulations; but that his object was to clarify as far as possible the 
situation; and this order or ‘instruction was based on the finding of a conference 
attended by representatives of the railways in the persons of Mr. Sauve for 
the Canadian Pacific and Mr. Basil Humphrey for the Canadian National, and 
Captain Brock representing the Department of Naval Service. The result of 
that conference, so I am informed by Captain Brock, was a recommendation 
to the effect that the division suggested in Captain Cosette’s order should be put 
into effect; namely, that transportation west of Montreal with the exception of 
transportation to and from Edmonton and Saskatoon should be over the Canadian 
Pacific, and transportation east of Montreal should be by Canadian National. 
The results of that operation in so far as that appeared last year I gave to you 
last night, and I think I told you that the Canadian National in the transporta- 
tion of freight and express has received from us $1,247,000 in round figures and . 
the Canadian Pacific $557,000. } 

Another question was as to whether the routing of freight by the Department _ 
of Naval Services was done in the same way as passenger traffic. I am informed — 
by Mr. Coulter, head of the freight department of the Navy, that he applies 
regulation 281 in this way: He says that the idea is to get the freight moved as 
quickly as possible and that he does not care over which railway it flows. 

A third question was as to whether men on leave were free to go on any 
railway they might choose. The answer to that is yes, as was intimated last 
night. Men on leave can select any railway they wish to go on and so can 
men travelling individually. The regulations to which reference has been made 
applied to men moving in drafts, fairly large bodies of men moving from one 
coach to the other in drafts. 

Mr. DonnELLY: With regard to the men on leave you say they are 
allowed to go whichever way they hke when they are paying their own expenses 
or in all cases whether the government pays the expenses or not? 

Hon. Mr. Macponatp: In all cases men on leave select their own route. 
The regulations refer to drafts of men, considerable bodies of men. . 

The CHAtRMAN: You said that when individuals were travelling they also 
could choose their own way of travel. 


Hon. Mr. Macponaup: Yes, they can choose their own way. 


Mr. Nicuoxison: I asked another question: if consideration could be given 
to withdrawing the orders by Captain Cosette, and having this order as the 
only one that would be given. | 

Hon. Mr. Macponaup: Consideration could be given to that. The only 
trouble there is that the representatives of the railways have agreed to it and 
presumably it is satisfactory to the railroads, and I do not know whether we 
would want to go into the matter unless the railroads took some objection now 
and asked us to go into it again. As far as I know there has been no great 
complaint from the Naval Service at any rate to the manner in which the 
order or regulation operates. Some mention was made of the problem at 
Montreal of moving men from one station to another, but very often the drafts 


, 
oF 
¢ 


a en ee 


RAILWAYS AND SHIPPING 229 


in Montreal move around the city a good deal and they apparently do not 
regard it as any great hardship if they have to move from Windsor station to 
Bonaventure station to take another train. That is the information I was able 
to gather to date. I do not know what the view of the committee is, Mr. 
Chairman, as to repealing that arrangement which has been made. In the 
absence of some proof that it is unsatisfactory to both railroads I think it 
would, perhaps, be unwise to disturb it. 

Mr. Nicuotson: My understanding from the railway officials last night 
was that this arrangement was not very satisfactory, according to the C.N.R. 


Mr. Vaucuan: I think we were under a misapprehension yesterday when 
Mr. Macdonald was mentioning this matter as to what this order covered. I 
think there was some agreement between the railways and the Naval Depart- 
ment. I believe Mr. Fraser has our file and can speak about that situation. 
If there is an order out in respect to the routing of freight which says that 
whichever road can give the best service will be used, I do not believe there 
is any doubt but that 90 per cent of the business would go via the C.N.R. under 
those conditions. | 


Hon. Mr. Macponatp: You are doing very well on the freight. 


Mr. Mayspank: Let us ask Mr. Fraser to enlarge on that if he can. Mr. 
Vaughan says that the man best qualified on the C.N.R. to answer that. is 
Mr. Fraser; let us see if he has anything to add. 

The CHAIRMAN: Do you wish to hear from Mr. Fraser? 

Mr. Maypanx: If he can add anything to that statement. 

Mr. Fraser: Mr. Chairman, I left the impression last night quite unwit- 
tingly that there was no agreement as far as I knew, and that was correct, but 
I have made inquiries and I find that this is the situation: Captain Brock sent 
for representatives of the Canadian National and the Canadian Pacific and took 
them into conference and my information is—and I think it is correct—that he 
told the representatives that it was his duty to arrange the best division of this 
business he could equally between the two railroads. He gave some reasons 
why. 

Mr. Hazen: Were you there? 

Mr. Frasmr: I was not. 

Mr. Hazen: Then this is hearsay. 

Mr. Fraser: I have said so. I have said I was informed. It is not a 
matter of great moment to me whether I tell what was said or not; if you 
wish to know I shall be glad to give the information. I am told that was 
the situation, that they were told the business was to be divided equally or as 
nearly equal as possible between the two railroads, and Captain Brock proposed 
what was in effect adopted as being the method that would suit his purposes 
the best, and on that understanding we accepted it. Now, I do not know that 
there is any great quarrel with that. Frankly, I think Captain Brock made a 
pretty fair point. One of his main difficulties as reported to me was this— 
again this is hearsay—that there are concentrations of the R.C.N.V.R. boys at 
various places and they move fairly regularly month by month from the territory 
west of Montreal and as a whole, but particularly in western territory the 
largest concentrations were at places like Calgary on the C.P.R. In any event, 
it was very advantageous to his department to move those boys by one line 
and not have one small party on one line and another small party on another 
line, because those parties are conducted and if part of the movement was on 
one line and part on another it would mean there would have to be a conducting 
officer on each train which would be additional expense. So under those circum- 
stances we thought the best provision we could make was to take the business 
east of Montreal, having in mind that the business in the territory from Toronto 
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to Montreal is pooled anyway. That is how the agreement was made. The 
only point I am making and the only point I have tried to make before the 
committee is that Captain Brock felt that his instructions were such that he 
should reach as nearly as possible an equal division of the business between 
the two lines. Now, I am not complaining about that particular order at the 
moment. If we do complain about it, I agree with the minister that we will 
take it up with the proper authority. That is the situation. | 

If you will bear with me for one moment I would like to say this also to 
prevent any possible misapprehension of my position or the position of the 
railways: in anything I have said I am not offering the slightest criticism of 
any department or any officer concerning the division of the traffic; I am only 
offering a criticism of the conditions under which he sometimes has to work with 
the instructions he has. 

Mr. McCuutocH: Why make the distribution equal when there are so 
many more miles of C.N.R. track and so many more men working on the 
C.N.R.? Should it not be on a 60-40 basis? 


Mr. Fraser: I do not know whether I made myself clear. The reason the ~ 


department gave was that it was a great advantage to them to deal with one 
railway for as long a distance as they could, picking people up here and there, 
and probably by the time an eastbound train got to Montreal there would be 
quite a substantial crowd. They could gather these men all the way along 
the line and have them on one train all the way through and have only one 
conducting officer, and the larger proportion of the men who are so moving 
are moving from points closer to the Canadian Pacific than the Canadian 
National. That is the case, and at the moment I am not prepared to quarrel 
with it. 

Mr. NicHotson: I understood the ministers who were here yesterday 
indicated that they would give favourable consideration to recommending to 
council that any orders that had been given suggesting that traffic should be 
divided on a 50-50 basis might be withdrawn, and I think the minister might 
give further consideration to having the order in the blue book as the only order 
that will be issued for his department. I mentioned last night that I had met a 
number of naval officers travelling across the country as I travelled back and 
forth to Ottawa, and some of those men are loyal to the Canadian National 
Railways, and I have met them on the C.P.R. trains because I travel by the 
most convenient trains always, and they have asked why it is necessary for 
them to transfer their baggage at Montreal while travelling from Halifax to 
Winnipeg. It seems to me that in a movement from Halifax to Winnipeg the 
most sensible way to go would be to go by C.N.R., and if the naval authorities 
were instructed to move their men as quickly and as economically as possible 
that would be a fairly satisfactory way to do it and not have them bound 
to travel C.N.R. to Montreal and C.P.R. from Montreal to Winnipeg. 

The CHarrMan: That is a matter which should come into the delibera- 
tions of this committee. Are we through with the witness? 

Mr. Nicuouson: I think the witnesses gave us some statement of their 
policy yesterday. } 

The Cuarrman: You could hardly expect a witness to give us any under- 
taking in this committee tonight. 

Hon. Mr. Macponautp: Are the men to whom you refer travelling by them- 
selves or are they men in charge of drafts? 

Mr. Nicuotson: Men travelling by themselves. 

Hon. Mr. Macvonatp: I think it is quite all right for them to go the 
other way. A man gets a simple warrant and he can travel any way he 
likes; the regulations apply only to drafts. 

Mr. NicHotson: How about an officer travelling? 
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Hon. Mr. Macponatp: He is given a general railway warrant which is 
good anywhere and he can select his own route to travel as I understand. 

Mr. Emmerson: Does not that warrant give a routing and is it not 
addressed to a certain form of transportation? 

Hon. Mr, Macponatp: I do not think so. I think they are given a 
general warrant and the man inserts in there the road which he is travelling 
over. Perhaps Mr. Fraser would tell you about that. 

Mr. Fraser: I think the situation is this: any man travelling on leave 
or on furlough chooses any road he likes, but the department does reserve the 
right to route an officer or an individual, if they think fit, who is travelling on 
duty on a warrant issued. I think they reserve that right. Now, in practice 
the Department might leave it to the man, but it is understood that where 
there is a controlled movement the Department may and usually does issue the 
warrant to a named railway; but in any case where the man is paying for him- 
self I understand he is free to do.as he likes. 

Mr. Locxuart: I would like to ask the minister what would be the average 
number of men by and large included in movements or in groups from Halifax- 
west—would it be 50 or 100 approximately? 

Hon. Mr. Macponatp: You mean in a year? 

Mr. Locxuart: No; do they travel in groups of 50 or in groups of 100? 

Hon. Mr. Macponatp: Oh, it would vary. Some groups contain 500 and 
some 100. It would be difficult to say definitely without looking into the matter. 

Mr. Locxuart: Let us say the number would be 100, Mr. Chairman. What 
would be the amount of baggage that 100 men would carry in a movement of 
that kind? 

Hon. Mr. Macponatp: They carry their kit, their bag which they string on 
their shoulders. 

Mr. Locxuart: Reference has been to the transfer of baggage; does that 
baggage just include a kitbag? 

Hon. Mr. Macponap: Yes, he will carry it over his arm or on his shoulder. 

Mr. Nicuotson: How about an officer being transferred from Halifax to 
Vancouver; is he not allowed to check his stuff? - 

Mr. Emmerson: An officer does not carry his bag, he is not permitted to, is 
he? 

Hon. Mr. Macponatp: He would not carry a kitbag, no. 

Mr. Nicuotson: Is an officer travelling from Halifax to Vancouver not 
allowed to check his personal belongings? 

Hon. Mr. Macponaup: An officer? Yes. 

Mr. Nicuouson: Or ratings? 

Hon. Mr. Macponatp: Well, I suppose if there is nothing against it, he can 
check it in the baggage car. But they always have their kits with them. I have 
never seen them travel without their kits under their arms. It is a small bag 
something like the soldier’s bag. 

Mr. Nicuouson: Yes, I am familiar with it. Those are the men who 
complain in the smoking cars and ask me why it is necessary for them to. go by 
this route. 

Hon. Mr. Macponatp: You mean the ordinary men—the ratings? 

Mr. NicHoLson: Yes. 

Hon. Mr. Macponatp: Well, I do not know. I would say if that is the 
ereatest hardship that has to be endured in the lives of sailors, they will be all 
right. 
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Mr. NicHotson: It is not a question of hardship. But we are discussing the ; 


distribution of traffic. 

Hon. Mr. Macponaup: Do you object to the present distribution from the 
point of view of the C.N.R.? It seems to me to be quite generous to the C.N.R.., 
but if you want to have the thing opened up, I am quite willing to open it up. 
The proportion is more than two to one under the present arrangement, but if the 
committee wants to go into it and make it 60-40, I am prepared to consider that. 

Mr. Mayspank: I think the point of the C.N.R.—with which I am personally 
in agreement—is not 60-40 or 65-35. It is just to take off the restriction altogether 
and let the traffic move under that rule which you read first. That is a very fair 
statement of the position generally—not necessarily for naval matters only, but 
for everything else. 

Hon. Mr. Macponaup: That it move over the road that serves the navy best? 

Mr. Maypank: ‘Corrett—whichever gives the best service. If the C.N.R. 

‘lose by that, it is because they do not give such good service, and vice versa. 


Hon. Mr. Macponatp: It could be done, yes. 


Mr. Maypank: I mean, there cannot be any objection from the naval point 
of view to that, can there—route the traffic the way it suits you best? 

Hon. Mr. Macponap: Quite right. I think that we would prefer, however, to 
have the thing separate. I think that is the whole purpose behind this order. 
That is, you make a decision that all traffic, say, moving from Winnipeg or 
Calgary to the coast will go C.P.R. They get accustomed to that route and so 
on. They prefer to move men over it. That is probably what lay behind the 
order in the first place. But we can strike out the consent order very easily and 
say “just follow the regulations.’”’ Probably the result would be just about the 
same. They will probably follow this practice anyhow, the practice now existing. 


Mr. Maypank: ‘Captain Brock set out with the idea in his mind that they 
have got to make a 50-50 division, that the C.P.R. has to aS 50 per cent. 
That was evidently in Captain Brock’ s mind. 

Hon. Mr. Macponatp: If he did so, it has not worked out , that way. 

Mr. Maysank: I think there is not any evidence very much one way or the 
other on that, Mr. Macdonald. Your figure of a million odd and $500,000 only 
means that is where the money landed in the first place. It does not mean that 
is where it stays. 

Hon. Mr. Macpnonatp: I thought the railways were going to break that 
down. 


Mr. MaysBank: They were to do so, but at any rate we have not any informa- 
tion yet. 

Mr. VauaHan: That will take some time. It will be a big job. 

Mr. Mayzpanxk: That is what I thought last night, that you could not break 
that down. 


The CuatrMAN: Gentlemen, I am inclined to think that this discussion is 
a little out of order. We brought Mr. Macdonald here to give us certain testimony 
and he has given it. It is now for us to deliberate on what we have. 


Mr. Suaw: Mr. Chairman, I believe I was the one to introduce the question 
yesterday of men on leave being free to choose whatever routes they wished. 
When the minister answered the question first this evening, I felt that he was 
quite positive that they were free. But later on he more or less modified his 
language and used the term, “I believe’. Then Mr. Fraser used the expression, 
“T think”, which leaves me more or less unanswered yet. I should like to know 
definitely ‘whether they are free to travel whichever way they desire or travel part 
way on one line of rail and part way on another? 
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Hon. Mr. Macvonaup: I think Mr. Fraser’s statement—although he can 
speak for himself—was that with regard to men on duty, the service reserved 
the right—and naturally it would reserve the right—to say to the man, “You 
are going on leave and you are going C.N. or C.P.”” They reserve that right. 

Mr. Suaw: That is quite understandable, yes. 

Hon. Mr. Macponatp: But I do not think that either of us said that, as to 
men on leave, there was any such reservation on routing at all. I think we said 
that men on leave are perfectly free, because they are contributing part of the 
cost of that transportation and have consequently the right to select their own 
railroad of travel. But I shall be quite glad, Mr. Chairman, if the Committee 
has any recommendations to make whatever on this point, to fully consider them 
and act on them if they can at all be worked out. 


The CuairMan: Gentlemen, I imagine that you are through with this inquiry. 
I do not know that we need to delay Mr. Macdonald any longer. I must advise 
the committee, or remind them, that we have to meet again tomorrow because 
we have indicated to someone who has telegraphed from the west that we would 
do so. : 

Mr. McCuutocy: Tomorrow morning or tomorrow afternoon? 


After discussion, the committee adjourned at 9.55 p.m. to meet again on 
May 6, at 10.00 a.m. 


ADDENDUM 


Report of the debate held on 4th May, 1942, before the Standing Committee 
on Railways and Shipping owned, operated and controlled by the government 
on the following motions of Mr. Shaw, a member of the said Committee: 


(1) That the members of the Board of Transport Commissioners who sat 
on the Board at the hearing of the case of the abandonment of 53°4 © 
miles between Forth (near Red Deer) and Ullin, Alberta, and whose 
decision had been rendered in recent days, both assenting and dissenting 
members, be called to appear before the Committee on Railways and 
Shipping, in order to question them in connection with that decision. 

(2) That the C.N.R. members of the Joint Committee of the Canadian 
National Railway System and the Canadian Pacific Railway System, 
who had occupied on behalf of the Joint Committee before the Board 
of Transport Commissioners, be called before the Committee for 
examination. 


The CHamrMAn: Now, I think we had better clear up this matter which 
was raised by Mr. Shaw. 

Mr. Suaw: Mr. Chairman, when we were discussing this matter before I 
asked if any of the C.N.R. members of the Joint Cooperative Committee who 
made application or who with similar officials of the C.P.R. made joint 
application are here today. 

Mr. VaucHan: None of them is here. 

Mr. SuHaw: The matter I have in mind, Mr. Chairman, as I pointed out 
last Friday, came as a consequence of a notation on page 7 that “ during the 
year application was made to the board jointly by the Canadian National and 
Canadian Pacific for permission to abandon 6:5 miles of the Canadian National 
and 53-4 of the Canadian Pacific between Forth, near Red Deer, and Ullin, 
Alberta; and decision is pending.” I pointed out on Friday that a judgment 
had been rendered. Of the three members, two upheld the application, and 
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the third, Mr. Cross, the Chief Commissioner, voted against the application for 


right to abandon. Now, the first matter I should like to bring to the attention 
of the Committee is this: In the minority reports for judgment handed down 
by Mr. Cross he states this, on page 26: “Since the amendment was made to 
the Railway Act in 1933, chapter 47, by inserting section 165(a) a considerable 
number of applications has been considered by the board. In the consideration 
of such applications the board has laid down as a guiding principle that the 
issue in each case where abandonment is sought resolves itself into a question of 
whether the loss and inconvenience to the public consequent upon the abandon- 
ment outweigh the burden that continued operation of the railway line involved 
would impose upon the railway company.” 

Then he makes reference to a case. “Canadian National Railways vs. 
Tweed, 1935,” and one or two other references. Now, he goes on: “In most 
of the applications for abandonment which have come before the board the 
loss sustained by the railway company arising from the operation of a particular 
line of railway has been manifest and in some cases quite serious.” Now, this 
is significant. “In the present case it has not been shown or even suggested 
that the National company line is operating at a loss. The applicants did not 
choose to offer any evidence in regard thereto. The Pacific company’s branch 
line for the three years for which figures were given shows an average yearly 
operating profit of $71,000. The ground on which the application is based 1s 
that the proposed abandonments constitute part of the co-operative measure 
already referred to which the two companies propose to enter into with a view 
of effecting economies as directed under section 16 of the Canadian National- 
Canadian Pacific Act.” 

Now, the second point there, Mr. Chairman, is this, that apparently—I may 
be wrong—but apparently on the operation of those two lines of railway which 
had operated over twenty-five years no losses were sustained on the system. 


The C.N.R. offered no evidence in that regard and the C.P.R. admitted a profit, 


an average yearly profit of $71,000. Now, as I pointed out on Friday, and as 
I would like to point out again, the right to abandon the line of rail, or at 
least part of the one line and part of the other, places upon the people of the 
communities affected, including the farmers and business people who operate 
businesses in those towns, in my humble judgment, a burden which far offsets 
the meagre estimated $58,000 which is estimated to be the joint saving of the two 
roads by the abandonment. Now, when this line of rail is abandoned some of our 
towns, one at least, is going to be nine miles further from the new line of rail 
than i is at the present time, another will be 74 miles further, another will be 
24 miles, another will be 7 miles, another will be 64 miles and another will be 
64 miles. May I say this at the start: It is a well known fact that when the 
Canadian Pacific Railway contemplated the building of a line into that country— 
and I am not aiming to justify their action in running a race with the other 
company—they were subsidized by being given tracts of land which they sold to 
farmers with the understanding that that line of rail would operate. 

The land values were necessarily placed higher as a consequence of the 
fact that a railway was promised to those who went in between 1901 and 1906. 
It was promised it would continue to those who purchased land up to as late 
as 1941. Now those farmers who purchased land since 1934 in there were 
not told by the Canadian Pacific or the Canadian National that they contem- 
plated taking that line up if they got permission, and they contemplated it 
ever since 1934. Another thing, the Alberta— 

The Cuarrman: Just a moment, Mr. Shaw. You are offering this in support 
of your motion; ‘is that the idea? 

Mr. SHaw: Right. 

Mr. DonneEtty: We are not here to listen to argument. 
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The CuamrmMan: No, but we have a motion before this committee and I 
suppose he is speaking to the motion. That is the only reason I can see for 
this argument. 

Mr. Donnetuy: I appreciate that, but I do not see— 

The CHARMAN: I do not believe it is necessary ; however, we have a motion 
before the committee which was allowed to stand over, and the motion will 
be put. I believe the debate he is offering is in support of the motion. 

Mr. Suaw: Thank you, Mr. Chairman. I just poimted out between 1934 
and 1941 land was sold to those farmers in that area without any indication 
being given to these farmers that the railroad contemplated abandoning the 
line if it could secure permission; and I say it was contemplated ever since 1934. 

Now, here is another thing. In 1987 the Alberta Pool Elevators built an 
elevator. I believe it was at Condor—I am not just sure of that—at a cost of 
$15,000. They were not told that the railroad companies contemplated abandon- 
ment. I say in both these cases they broke faith with the people of those com- 
munities. I should like to give one more reference, Mr. Chairman, to the acre- 
ages sold by the railroads to these farmers. There were 128,581 acres of land 
that can be cultivated, and approximately 9,823 acres of bush land. Not only 
did they sell land to the farmer, but they also sold town lots to people who 
built homes there and in many cases established businesses, all with the firm 
belief that the railroads would continue to function. 

It is an important fact that the most important agricultural land in that 
area lies south of the Canadian Pacific line which they contemplate abandon- 
ing. North of the Canadian National line, which in turn runs north of the 
Canadian Pacific— 

Mr. Donnetuiy: How far are they apart? 

Mr. Suaw: They vary as much as six or seven miles to approximately 
no distance. In one place, from the Rocky Mountains west they run over 
the same line of road for a short distance. I say that when you abandon 
the Canadian Pacific line you are taking the railroad away from the main 
agricultural areas west of Red Deer. 

With respect to the taking away of these services it has been estimated, 
and all the commissioners agreed, I believe, that the cost of marketing wheat 
only would be increased by approximately $17,000 to these farmers. Land 
values would be reduced by anywhere from $1 to $12 an acre. These people 
in that country send wheat to Calgary to be milled. Because of the increased 
distance they are going to have to pay approximately five cents per 100 pounds 
of grain more than they did before. Cattle shipped out of that area are going 
to have to go down to Drumheller, an added haulage of approximately 60 miles 
which, it is estimated, will cost them about $9 a car more. With respect to 
cattle I may say that the extra cost of feeding and watering which will be 
necessitated as a consequence of the change will make up that amount. 

West of Rocky Mountain House we have, I believe, three sawmills owned 
and operated by the Atlas Lumber Company. The Atlas Lumber Company, 
in turn, built lumber yards along the line of railroad. The Atlas Lumber 
Company estimated, and there was no evidence to prove they were incorrect 
in their conclusion, that it would cost them from $5 to around $15 a car more 
to ship their lumber out of there; and I believe they shipped approximately 
500 cars last year, with the result, I think, they say, “We are going to have 
to close down our mills and take them out of that country and also close 
down our lumber yards.” ; 

I think you can readily appreciate the serious effect that is going to have 
upon that part of the country. 

May I say another thing— 

Mr. Donnetty: Do you think it would have been better to abandon the 
Canadian National and allow the C.P.R. to run? 


236 STANDING COMMITTEE 


Mr. SHaw: Mr. ‘Chairman, both systems have shown a profit. There must 
have been a reason for building them in the first place. Personally I see no 
justification for abandoning either one of them. . 

I say it is definitely breaking faith with the people and you are allowing 
our country to go backward instead of forward in so doing. 

Mr. JACKMAN: May I ask Mr. Shaw where the evidence was given to show 
that the railroads intended to abandon these lines in 1934? 


Mr. SHaw: The Judgment as handed down is here; it may take me just a 
moment to find it, but it is in here, Mr. Chariman. It is in the minority report 
handed down by the Chief Commissioner, Mr. J. A. Cross, and it will take 
me a little time to find it. It is in there and I shall find it and show it to you 
afterwards. | 

Now, Mr. Chairman, may I refer to another matter with regard to the road 
situation lying between the Canadian Pacific Railway line and the Canadian 
National Railway line. There we have one of the most difficult areas to travel 
over by car or truck that you could hope to find in any agricultural community. 
It has been estimated by engineers there that it would take as much as $2,500 in 
each case to put those roads in running condition fromthe sites of the elevators 
that are going to have to be abandoned or dismantled to the sites of the new 
railroad and that means increased taxation for the people of those areas, on land 
which is necessarily going to depreciate in value. 

I say that is unfair at this particular time with so many calls being made 
upon our people to suddenly have them faced with a situation like that. You 
are going to take away several thousand dollars—approximately $13,000—in 
taxes away from those areas that have been paid there. When the municipali- 
ties find themselves without that revenue they are going to have to increase 
the taxation upon the people there in order to make it up and in order to 
carry on. I do not think there is any doubt about that at all. 

Mr. Chairman, it is also said that approximately thirty men are going to be 
put out of work as the result of this line of road being abandoned. These thirty 
employees are on the railways. It might be all right for someone to say they 
can easily find other employment; but that is an expression that is easier said 
than carried out. In time some of these men may be given consideration because 


of their seniority rights; but I say “may.” There is no guarantee anywhere - 


that they will be given that consideration. The evidence submitted stated “may.” 
Mr. Lockuart: Do any of them own their own homes? 


Mr. Suaw: I am not sure, as far as they are concerned, but some of them 
have been there a good period of time. I anticipate undoubtedly they would own 
their own homes. I do not care to take too much of the time of this committee, 
Mr. Chairman, but I should like to say this, the grain that has gone out over 
that Canadian Pacific Railway line from these farmers who farmed south of it, 
the cattle and other products—and after all this is a very fine mixed farming 
area—are going to have to go out by truck, providing that tires and gasoline can 
be procured. Let me read what the Chief Commissioner, Mr. Cross, said in this 
regard: ‘There is another matter of which, I think, we should take notice. That 
is the changing conditions created by the war, now grown into a world conflict, 
and in which Canada is an active participant. Already we have a material 
curtailment in gasoline for use in private motor cars, and almost total restriction 
in respect to rubber (tires) for renewal or repair purposes on such vehicles. 
The manufacture of automobiles for private use is entirely or almost entirely 
forbidden. The situation in respect to motor trucks, buses and public-owned 
transport is, as yet, much less restricted. While one cannot safely predict the 
future, present indications point to more restricted use of motor transport. Very 
little was said of the necessity of the Pacific company line for passenger service, 
but for the reasons mentioned this may assume greater importance. From what 


RAILWAYS AND SHIPPING 237 


was stated at the hearing I am satisfied that because of the longer haul to the 
alternative shipping points a number of the farmers would require trucks to 
market their products. These they may be unable to procure.” 

~ Now, Mr. Chairman, apart from all the other things I have said, I think it 
ill becomes anybody to force, if it is a fair term, persons to utilize services 
of more trucks, more cars if they can get them, at a critical time like this 
when all of us have been told how we must conserve gasoline and rubber. I 
think that is an extremely important point. 

Now the Post Office Department protested against the granting of this 
application because of this fact, as stated by Mr. Farren, Superintendent of the 
Postal Service for the Calgary district. In part he said: “At the present time 
the Post Office Department has a baggage car mail service on the Canadian 
Pacific and Canadian National, the Canadian Pacific between Red Deer and 
Rocky Mountain House, on the train frequency. At present Eckville and 
~ Rocky Mountain House get a daily service, one service by the Pacific Com- 
pany and one by the National Company. The abandonment would reduce the 
service for these two points to one-half of what they are at present receiving.” 
Rocky Mountain House has a population of- approximately 1,000 people and 
it will lose mail service for three days of the week. There was no evidence to the 
contrary, I may say. 

Now Mr. Farren of the Post Office Department goes on and states: “If 
the applications are granted it will be necessary for the Post Office to institute 
a mail stage service to the points that would be left without train service. This 
class of service is not, generally speaking, as satisfactory or regular at all seasons 
of the year. It would occasion some inconvenience to both the public concerned 
and the Department. Mail stage service is not new and the Post Office Depart- 
ment can be relied upon to see that, at least, a fairly reasonable service is pro- 
vided to the communities.” But I dare say the service will not be as satisfactory 
or nearly as satisfactory as it was before. 

Mr. Chairman, I do not want to take up very much more time, but I do feel 
I have a responsibility in this regard. I do feel that these several thousands of 
people who went into that country in good faith and who are producing the very 
things that Canada requires to-day in the nature of foodstuffs and so forth, should 
not be forsaken at this time and allowed to slip back twenty-five years. 

Mr. Cross also stated this: “How the public will be affected is one of the 
first matters for consideration when the Board is asked to approve the abandon- 
ment of the operation of a line of railway. Section 165A of the Railway Act 
and Section 2 (3) of the Canadian National-Canadian Pacific Act, 1933, place 
upon the Board the duty of approving or refusing such applications for abandon- 
ment, and in the performance of this duty the Board must have regard 
to the rights and interests involved, which include the public concerned, as well 
as the railway company.” Then, after a few lines he goes on: ‘Having regard 
to all the facts and circumstances surrounding the applications I am unable to 
find that the burden which may be imposed upon the applicant companies through 
continued operation of their lines of railway in question will prove greater than 
the loss and inconvenience to be suffered by the public as a result of abandonment. 
I feel satisfied that the preponderance of loss and inconvenience would be on 
the public.” That is the chief commissioner making that statement. He said:— 


“The Pacific Company Branch Line is a profitable branch and it is 
not shown that the National Company Line is not also profitable. Such 
burden as the companies may suffer by refusal of the applications is that 
they will not have the benefit of the additional profit that would accrue 
from the anticipated saving. In any event, and in view of the conditions 
prevailing, the added burden to the community that would result from 
abandonment is, I consider, greater than it should be required to bear 
at this time.” 
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That is exactly my contention, Mr. Chairman. It is the contention of thousands 
of other people, not only people who reside in that area but people who feel 
that these people are not being given just consideration. The information that 
I have put before the committee, Mr. Chairman, may have been put forward 
in a disjointed manner. Personally, as.I said Friday, I wish to register the 
strongest possible objection against this particular course of action. I would 


ask the committee to support me in appealing to the Minister of Transport, and — 


through him to the government—that may not be the proper method of procedure; 
I do not know—to have this action held up, at least until after the cessation of 
hostilities, and I say even after that, unless the company making the application 
can put up a stronger case than they have, in my judgment, made thus far. 

Mr. LockHart: How many thousand people are served, did you say? 

Mr. SHaw: I just used the term “several thousand”; and not only are 
the people living in there served but many thousands living ‘outside of there 
are served by institutions which function in that area. 

Hon. Mr. Carvin: I sympathize very much with these views expressed by 
Mr. Shaw. I have a particular reason to sympathize with him in a matter of 
that kind, because in my own region, in my own constituency, lines have been 
abandoned by the C.N.R. with the result that a number of farmers have 
suffered very materially as a result of the abandonment of those lines. But 
the question has been brought before the Board of Transport Commissioners, 
which fulfils a judicial duty and which, I submit, Mr. Chairman, is quite beyond 
the powers and the jurisdiction of this present committee. When the Board of 
Transport Commissioners have rendered a decision, there is an appeal which 
can be made to council, meaning the government, by any party who is dis- 
satisfied with the judgment rendered by that board. Presently there are several 
appeals of a similar character already pending before the government. My 
suggestion would be that the proper course to be followed would be for my 
friend, Mr. Shaw, and those interested in the same matter, to make an appeal. 
There is no special form provided for that. It can be written in any form 
of document. 


Mr. SHaw: Would you pardon me just a moment, Mr. Cardin? I wrote to 
you in this regard, and through you I appealed to the government. Would that 
constitute an orderly appeal? 

Hon. Mr. Carptn: No. It should be addressed to the secretary of the 
privy council. 

Mr. SHaw: Thank you. 


Hon. Mr. Carprn: But I could transfer your letter and your complaint to 
the board. However, it might be preferable to follow the ordinary course, 
which is a letter or a petition of some sort sent to the Governor in Council, 
appealing against the decision of the Board of Transport Commissioners. That 
is the practice that is followed. Although, as I said, I sympathize with a case 
like the one you have just indicated, I would not like very much to have the 
Board of Transport Commissioners called upon to answer questions or to be 
criticized upon the decision that they have rendered, probably in good faith, 
even though there is a minority report. After all, they are judges, and we 
have got to accept their decision just as an ordinary man has to accept the 
decision of the court when all the judges do not agree on the point at issue. 
My suggestion would be that it would be much more proper if a petition were 
sent to the Governor in Council, appealing from the decision that has been 
given, stating the particular reasons and asking to be heard by the Governor 
in Council, meaning the government. You will be given, or any person inter- 
ested will be given an opportunity to be heard by the government. ‘That would 
be my suggestion. It would meet your request. Suppose we bring the Board 
of Transport Commissioners here. We would get nowhere, because we have 
no jurisdiction here to reverse the decision that has been given by the Board. 
The only authority having that jurisdiction is the Governor in Council. 
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Mr. Suaw: Mr. Chairman, in view of Mr. Cardin’s statement, I am _per- 
fectly willing to have rescinded that motion which would have called the Board 
of Transport Commissioners here. I have learned a great deal about the method 
of an approach on this question. If I make an appeal to the Governor in 
Council, and am then granted permission to be heard by Council, would that 
also enable any others to be heard? 

Hon. Mr. Carpin: Yes. 

Mr. Suaw: There is one other matter I should like to bring up. Our 
C.N.R. was a party to this application for abandonment. I do not want to 
use any unfair expression, but my first idea is to condemn them for that action. 
I feel that my motion to the effect that the C.N.R. members of this joint 
co-operative committee be summoned to appear before this committee, to 
endeavour if possible, to justify their actions in this regard, should be acted on 
favourably. I am not sure, Mr. Chairman, whether I moved that before or not. 

Mr. Maypanx: Or to express penitence. 

Mr. Suaw: Or to express penitence, as Mr. Maybank has suggested. 

The Cuamman: As I understand it, Mr. Shaw, you are withdrawing this 
former motion? 

Mr. Suaw: Having to do with the Board of Transport Commissioners? 

The Cuarrman: Yes, because we have no competence to force them to 
come here. We could only request them to come. 


Mr. Suaw: I did not hear that, Mr. Chairman. 


The CHAIRMAN: I say we have no competence to force them to come here. 
We could only request them to come. 


- Mr. SHaw: It was only a matter of language. Whatever the language was, 
I am perfectly willing to withdraw. 
The CuarrMAN: ‘Then the first motion of yours is withdrawn. Are you 
making another motion? 


Mr. Suaw: Yes. I am moving that the C.N.R. members of that Joint 
Co-operative Committee be summoned to appear before this committee. I think 
that is sufficient. 

Mr. Donnetty: Why do you want them here? 

Mr. JACKMAN: He wants to change their minds. 


Mr. VaucHan: I should like to point out that these men have been carrying 
out instructions under the Canadian National-Canadian Pacific Act with a 
view to co-operation and effecting economies; and I presume they felt, when they 
placed their evidence before the Board of Transport Commissioners, that the 
matter would be weighed properly and a judgment given in accordance with 
the evidence submitted. 


Mr. SHaw: Mr. Chairman, I may not be fair in making this statement; but 
you have a three-man commission and the chief commissioner voted against the 
application for abandonment. Now, I say that is significant. 

Mr. JackMAN: That is ground for appeal. 


The CHAIRMAN: Let us not waste any more time about this. We have 
another motion. Does anybody want to speak on it? If not, I am going to put it. 


Mr. DonneLuy: We are not here as a judicial body to bring people before 
us and to condemn them or to acquit them. We are here to look into the affairs 
of the Canadian National Railways, and its financial statement. 


Mr. SHaw: Mr. Chairman, as a member of this committee, I have presented 
certain evidence, I believe; and if for no other reason than to give these men 
an opportunity possibly to place before the members of this committee another 
phase of the case, then I think it should be done. I think we are sitting as a 
committee to examine into certain matters such as this. If not, why such a 
committee? Why do we sit? 
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Mr. Hazen: The majority of the court held that these men were right. 

Mr. SuHaw: I question that, and that is naturally grounds for appeal. 

Mr. DoNNELLY: Question. 

The CHAIRMAN: Moved by Mr. Shaw that the Pemba representing the 
C.N.R. on the joint C.N.R.-C.P.R. committee be requested to appear before this 
committee—the C.N.R. members of the joint C.N.R.-C.P.R. committee who 
presented the evidence before the Board of Transport Commissioners, be requested 
to appear before this committee to give evidence or for questioning. 

Hon. Mr. Carpin: Mr. Chairman, may I ask Mr. Shaw if he does not 
himself think that it would be somewhat unfair and inequitable to have brought 
before this committee just the representatives of the C.N.R. on that joint board? 
If the request has been made or representations have been made by the joint 
board, I do not think it would be fair to bring before us for criticism just the 
persons or the representatives of the C.N.R. upon whom we have some jurisdiction. 
Besides, that joint board is not supposed, according to law, to act only when they 
are seeking to avoid losses. They are empowered and they are forced by the 
law to co-operate, even to practise economies. "That is the law upon which they 
are exercising their powers. There is no doubt that by the method that I suggested 
to Mr. Shaw a moment ago the result that he wants to obtain will be obtained 
just the same; because application having been made by that board for the 
abandonment of that line, they will certainly appear before the Governor in 
Council to oppose your representation and your request to have set aside or to 
have quashed, if the word is correct, or changed, the decision of the board. You 
will have them before the proper tribunal. Having them here would lead us 
nowhere, because they have no authority to change anything. They have made 
their argument. They have placed the facts, according to their judgment, before 
the court. The court has decided. What can we gain by having them here 
before us now and criticising their action? We cannot render any judgment that 
would meet your request. The committee cannot meet your request by criticising 
these men. But it may be that when you have the second opportunity of having 
the matter discussed before the proper authority, the Governor General in Council, 
you will have better results. These people are going to appear there, and then 
you will be at liberty to cross-examine them before the proper authority. It is 
another appeal, another opportunity that is being given to you; and that oppor- 
tunity will give you a greater scope and may bring you better results than having 
them here when we have no jurisdiction to impose upon them any decision at all. 
I do not know if I make myself clear. I do not know whether I have made 
myself clear or not. 

Mr. SHaw: My object in the first place in mentioning the C.N.R. was the 
fact that I did not believe we had the authority to summon the C.P.R. members 
of that board. In the second place, I have been favourably impressed by the 
words of the Minister of Transport (Hon. Mr. Cardin) and I am prepared to let 
it rest in the light of what he has said and leave it to the future. I am not a 
lawyer. 


Hon. Mr. Carpin: Well, Mr. Shaw, you might be a lawyer. I would grant 
you a certificate any time. 

Mr. Maysanx: I think there is one thing he overlooked; I think you probably 
might have got an acknowledgment from the Minister of Transport that he 
would be prepared to go and speak for you before the council. 

Some hon. MpmBers: Carry on. 


Mr. Suaw: In view of the minister’s explanation, and to expedite the business" 


of the committee, I will withdraw that resolution. 


Mr. JAcKMAN: Might I ask, Mr. Chairman; is the right to appeal absolute, 
or discretionary with council? 


Hon. Mr. Carpin: Oh, it is absolute. 
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(STANDING COMMITTEE) 


RAILWAYS AND SHIPPING 


Owned, Operated and Controlled by the Government 


MINUTES OF PROCEEDINGS AND EVIDENCE 
No. 5 


WEDNESDAY, MAY 6, 1942 


WITNESSES: 


Mr. H. R. Moore, Brotherhoods of Locomotive Engineers and Firemen. 


Mr. R. C. Vaughan, President, Canadian National Railway System. 
Mr. N. B. Walton, Vice-President of Operations, Canadian National 
. Railway System. 


OTTAWA 
EDMOND CLOUTIER 
PRINTER TO THE KING’S MOST EXCELLENT MA 
1942 


REPORT TO THE HOUSE 


Wepnespay, May 6, 1942. 


The Standing Committee on Railways and Shipping owned, operated and 
controlled by the government, begs leave to present the following as a 


SECOND REPORT 


Your committee has considered the following items of the estimates referred 
to it on April 29, 1942, and approve of same, viz.:— 


400 Maritime Freight Rates Act, Canadian 


National Railway Eastern Lines............ $3,350,000 
401 Maritime Freight Rates Act—Railways other 

than Canadian National Railways.......... 900,000 
410 Canadian National (West Indies) Steam- 

ships Limited—Capital—Advances.......... 20,000 
411 Prince Edward Island Car Ferry and 

Terminals :Deficiiel 942 ae). ee eset es eee 400,000 


All of which is respectfully submitted. 


J. P. HOWDEN, 
Chairman: 


MINUTES OF PROCEEDINGS 


Room 277, House of Commons, 
WepDNEspDAY, May 6, 1942. 


The Standing Committee on Railways and Shipping owned, operated and 
controlled by the Government met this day at 10.00 o’clock a.m. Mr. J. P. 
Howden, the chairman, presided. 


Members present: Messrs. Bercovitch, Bradette, Donnelly, Emmerson, 
Ferland, Gray, Hanson (Skeena), Hazen, Howden, Jackman, McCulloch, 
Maybank, Nicholson, Sanderson, Shaw, Sissons. 

In attendance: The following officials of the Canadian National Railways: 
R. C. Vaughan, President; N. B. Walton, Vice-president of Operations; Alistair 
Fraser, Vice-president of Traffic; W. M. Armstrong, Assistant Chief of Research 
and Development; T. H. Cooper, Comptroller; W. §. Thompson, Director of 
Public Relations. Mr. H. R. Moore, Chairman of Committees, C.N.R. Brother- 
hoods of Locomotive Firemen and Brotherhood of Locomotive Engineers. 

Mr. H. R. Moore was called. The witness was examined at length and 
afterwards permitted to retire. 7 

During this witness’s examination, Mr. Vaughan and Mr. Walton were asked 
a few questions regarding Mr. Moore’s submission. 

The chairman, on behalf of Mr. Mayhew, M.P., fyled with the Committee a 
telegram from T. H. Guy, Chairman of Brotherhood of Locomotive Firemen of 
Lake Cowichan, B.C., and E. Duncan, B.C., in which representations are made in 
connection with the division of Government controlled business between the 
C.N.R. and the C.P.R. 

Four similar telegrams addressed to him were fyled personally by Mr. J. 
Gordon, member for Moose Jaw, Sask., viz: 

G. A. Huffman, Chairman, Commercial Telegraphers Union, Moose Jaw; 
Chairman, Brotherhood of Locomotive Engineers, Moose Jaw; 

J. Rogan, secretary and J. A. Magrath, chairman, Lodge 521, B.L.F. 
and E., Moose Jaw; 

W.S. Knox, chairman, Brotherhood Railway Carmen of America (Moose 
Jaw Lodge No. 204.) 


Mr. Bercovitch moved, seconded by Mr. Gray, that the telegrams be not 
recorded in the printed report but that they be noted in the minutes of 
‘proceedings. 

And the question being put on the said motion it was agreed to, on division. 

The Chairman, on behalf of the Committee, thanked the officials of the 
government-owned transportation companies for their valuable contribution and 
Mr. Vaughan on their behalf expressed their gratitude for the kindness accorded 
them by all the members of the Committee. The officials were then permitted 
to retire. 

On motion of Mr. McCulloch, it was agreed that the Chairman with three 
members of the Committee selected by the former form a subcommittee entrusted 
with the work of drafting a final report for consideration of the committee at a 
later date. ! 

Mr. Nicholson moved, and the committee agreed, that the Minister of 
National Defence for Air be called before the committee prior to the taking into 
consideration of the final report. 


On motion of Mr. Donnelly the committee adjourned to meet again at the 


call of the Chair. 
ANTOINE CHASSE, 


Clerk of the Committee. 
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MINUTES OF EVIDENCE 


House or Commons, Room 277, 


May 6, 1942. 


The Select Standing Committee on Railways and Shipping met at 10 
o'clock, am. The Chairman, Mr. J. P. Howden, presided. 


The CuHairman: Order, gentlemen. We have a quorum, and we have 
only an hour. We have with us this morning Mr. H. R. Moore from the 
west representing. the Brotherhood of Locomotive Firemen and the Brother- 
hood of. Locomotive Engineers, who wired this committee several days ago 
asking for permission to address the committee. We will not use up any 
further time in remarks but will ask Mr. Moore to present his case to the 
committee. 


Mr. H. R. Moore: Mr. Chairman and honourable gentlemen, we have 
a condition on our hands at the present time that is possibly without parallel 
in that, during a time when we feel that conditions are such that we should 
be operating at a maximum rate, we find that we are at a very low level 
as far as employment is concerned. This condition came about, or the 
commencement of it was about one year ago. We were operating at capacity 
as far as our personnel was concerned. The business started to fall off in the 
month of September, and from that on to the 20th of December last year 
our men with twenty years’ seniority could not work. Since that time, they 
have had about two weeks’ work; that is, steady work. It has been necessary 
in the past at various times during the year for these men to move around 
from one territory to another in order to fill in their entire time and make 
an annual salary. But at the present time they are not able to go to any spot 
in the western seniority district and hold any employment. This condition 
did exist, prior to the date I have mentioned, on the C.P.R. 


Mr. Maypank: Excuse me, Mr. Moore. Here is a letter that came 
to me and which I was asked to deliver to you. It is some additional 
information for you. 


Mr. Moore: I shall not delay you, gentlemen; I will just continue. What 
we wish to do is to lay the bare facts before you with the idea of correcting 
this situation, if we can. 

Mr. Mayspanx: Mr. Chairman, I think it would be more convenient 
if the witness were up at the front; and also I do not think any other witness 
has stood up, unless he desired to speak that way. 

The CHARMAN: We discussed that matter and thought perhaps this 
arrangement was best. . 

Mr. Maypanx: I beg your pardon. I did not mean to be covering ground 
that has already been covered. 

The CuHarrman: I did not discuss it with the witness, but we discussed 
it among ourselves and thought that he would speak to better advantage 
over there where he would be better heard. 

Mr. Maypank: That is all right. 


The CHarrMAN: Go ahead, Mr. Moore. Do whatever you wish. If 
you wish to sit down, sit down. 


Mr. Moore: Thank you. I would like to consider the seventh seniority 
district of the C.N.R. as an example that would give you a better idea as to 
just exactly what the situation is. This district extends from the lake head 
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to Wainwright. On that district there are 1,383 men. At the present time 
there are 473 of them not working. On our personnel in the western region, 
we have between 800 and 900 men who are experienced railway men with over 
fifteen years’ rights who are not working. Many people, when you tell them 
this, can hardly credit it. Nevertheless, those facts can be borne out and 
substantiated. This condition of having 473 out of 1,383 out of work at 
the present time commenced *n December and has continued up to date, with 
the exception of two or three weeks. The only employment that these men 
were able to gain during the time that they were out of service on the C.N. 
was with the C.P. or the C.N. in eastern lines. Many of our men from the 
west have gone to the C.N. eastern lines. We, as a brotherhood, find that 
we have a condition where you can to-day have too much seniority to work, 
from the fact that the younger men were called back to ‘protect their 
seniority, with the result that they were able to remain away on the jobs 
that were offered to them by other railroad companies and with the C.N.R. 
eastern region where our seniority does not extend. 

I should like to make a particular plea for our men, who are young men. 
They are good men and they are the kind of men that we need during war 
time. They are efficient, and efficiency means a saving of time and expense, 
which is a great asset in trying times like these. Each one of these men has 
an insurance book in his pocket which tables him as a railway employee. 
When they are asking for a job elsewhere and an employer sees that they are 
railway employees, they are undesirable. They are undesirable from the fact 
that they must go back to their work when called. This makes it very 
unsatisfactory for getting employment. The condition that I have outlined 
that exists on the C.N.R. to-day is precisely what existed on the C.P.R. a 
year and six months ago. As a matter of fact, twenty years’ seniority will 
not hold you a job on the seventh district. A year and six months ago that 
condition obtained on the C.P.R. but to-day they have men working who were 
hired this year; so that we feel something is taking place to correct conditions 
elsewhere where facilities are such that possibly more business goes to one 
road on account of adjacent tracks to industrial plants. There are many 
reasons that we can see for it. But we would urge this body to see if there is 
not something that could possibly be done so that these men’s services can 
be utilized at a time like this when we know that they are so sorely needed. 
It will also allow a lot of younger men who have been hired to do this work, 
to be free to follow other lines in war services. Railway men are considered 
to be engaged in a necessary service in time of war, and with that in view it 
was considered that they would be exempt from military service, and I believe 
tis so. The men I am speaking of have sons who are in the army, but they are 
not young enough to be there themselves any more, many of them having 
served in the last war. When the young fellows that are going away, and the 
young men that are holding jobs, see conditions existing like this, where the 


father is unemployed, being a veteran himself, and when the government states » 


that they. will have their jobs returned to them when they return after serving, 
‘t creates a bad effect, not only in their minds but in the public mind. 

Our men that we have working are of high moral character. They see 
these things, and at a time like this they do not wish to give them a public 
airing. We felt that possibly a pamphlet outlining this thing, distributed 
amongst the men so that they would be able to offset any rumors that were 
not correct and not allow anyone to circulate anything that was contrary to 
the welfare of the country in general, would be an ideal thing. Since that 
time we have hesitated, and when this body was so kind as to give us 
permission to state our case here, we deemed that the first thing and possibly 
to the greatest advantage. If we are able to correct this condition in any 


way, we will then feel that we are amply repaid and we wish that you will be © 


repaid in like kind by the fact of the results that are obtained. 
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The CuarrMan: Would you restate some of these figures for the benefit of 
the members who were not on hand? 

Mr. Moore: Yes. . 

The CuamrMan: You said you had how many men working a year ago 
and who are not working now? © 

Mr. Moors: 473. That is in one seniority district only. 

Mr. Maypank: Which one? 

Mr. Moore: The seventh. 

sa Bercovircu: To what do you attribute unemployment at the present 
time? 3 

Mr. Moore: There are many things that contribute to it. It may be 
necessary that traffic be routed in certain routes that fail to pass over our 
tracks. We really have three main lines leading into Winnipeg from the West. 

Mr. Donnetiy: Are these 473 out of 1,300 men in Winnipeg? 

Mr. Moore: No. That is not in Winnipeg. 

Mr. DonnELLY: That is not in Winnipeg. Where is it? 

Mr. Moore: That is from Port Arthur to Wainwright. 

Mr. Bravetre: What about the principle of universal promotion? Does 
that not apply to your section of the line? 

Mr. Moore: Yes. 

Mr. Braperre: What about men of 25 years seniority? Can they bump 
off some men in the eastern section if they want to? 

Mr. Moorr: No. It only applies in the seventh district from Port Arthur to 
Wainwright. . 

Mr. Braperre: You have universal promotion within that circle only. 


Mr. Moors: Yes. 

Mr. Braperre: And you cannot bump off from the east to the west? 

Mr. Moors: No. When I stated that younger men were able to go away and 
get a job on the eastern lines where business has certainly increased—our 
business on the eastern lines has increased; there is no question about that— 
when they went away they were not needed and they were not called back. The 
result is that they are working steadily the year around, whereas the older men 
are affected more; and when I say 473, I mean they are unemployed in that 
district. A few of the younger men—we have 52 men at the present time working 
on the C.P.R.—are beginning to be cut off now. They are gradually filtering 
back and these men too will be out of jobs. 

Mr. Bercovircu: You have not answered my question as to what the cause 
is for the lesser number of men. 

Mr. Moors: I feel that this commission, being in possession of all the facts, 
would be better able to answer that question. I would be pleased to know that 
myself. 

Mr. Donnewiy: Is not a lot of this due to crop failure over that line of 
railway during the past year from Port Arthur through to Wainwright? 

Mr. Moors: No sir, you cannot blame it on seasonal fluctuation. 

Mr. Bercovircu: Perhaps they had too many men before and the result is 
now, with greater economy, some men have to be let off. 

Mr. Moore: We have not hired anyone for fifteen years. 

Mr. Bercovircu: Do you know the total number of employees to-day on 
the C.N.R.? 

Mr. Moore: Yes. 

Mr. Bercovircu: Is it greater or less than it was, say, two years ago? 
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Mr. Moore: I only have the figure from the Canada Year Book this year; 
but then, you mean the locomotive employees, that is, the running trades, or the 
total personnel? 

Mr. Bercovircu: I would like to have both if you can give them to me, 

Mr. Moors: It is 78,000 at the present time. 

Mr. BrercovircH: To-day? 

Mr. Moors: To-day. That is the Canada Year Book. 

Mr. Bercovircu: What was it two years ago? 

Mr. Moore: I could not tell you. 


Mr. VauacHAN: We have many more men employed on the system to-day 
than we had on the system in the last two or three years. It has been going 
up each year since 1938. 

Mr. Donnetiy: It does seem to me that we have more men employed on 
the railroads, and we have a shortage of men in many sections of the railroad. 
This is one section where there is a surplus. There must be something in that 
region causing that surplus of men. I know, for example, that in the northern 
part of Saskatchewan there was a crop shortage last year. 

Mr. Gray: Would not that apply to the C.P.R. also? 


Mr. Donnetuy: There are certain sections in western Canada where the 
C.P.R. would have the same thing. 

Mr. Vaucuan: The biggest part of the crop last year was produced along the 
Canadian Pacific line. Their crop conditions were better last year than were 
those along the lines of the Canadian National. That is an unfortunate situation, 
but it simply means that the traffic is not there to move and when it is not there, 
of course, we cannot employ the men. 

Mr. Gray: Could not these men be utilized in some other district? 

Mr. VaucHan: Some of them, as Mr. Moore says, have gone to the east. 
The seniority conditions are governed largely by the men themselves. 

The CuairMAn: What is the mileage from Port Arthur to Wainwright? 

Mr. Watton: It is approximately 1,050; it is 414 to Winnipeg from Port 
Arthur and it is about 660 from Winnipeg to Wainwright. : 

The CHarrmMan: What percentage is that of the total transcontinental 
mileage, approximately one-third? | 

Mr. Watton: It would not be a third. The mileage from Halifax to 
Vancouver is 3,800. on our line; and when I speak of that mileage from Port 
Arthur to Wainwright that includes the branch lines and other lines running off 
the main system. 

Mr. Moore: I can give you the comparative figures of working assignments 
for the C.N.R. and the C.P.R. as of the date of March 23. Perhaps that 
would help to answer your question. , 

Mr. DonneELLy: Yes, all right. 

Mr. Moorr: On March 23, out of 1,383 engineers on the C.N.R. on the 
seventh district, 946 were working and 487 were not working. Of the 993 
employed by the C.P.R., 917 were working and only 76 were not working. 
Now, the 76 actually were working because the youngest man on the district 
was a C.N.R. man and he has never come back to us. He must have got good 
mileage for that particular year. 

Mr. BercovitcH: How do these figures compare with the C.N.R.? 

Mr. Gray: Give Mr. Bercovitch that first figure again. 

Mr. Moors: Of the 1,383 employees in the C.N.R. 

Mr. BrercovitcH: That is C.P.R.? 
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Mr. Moors: No, that is C.N.R. 1,383 employees on the C.N.R. against 993 
on the C.P.R.; and you must consider that the C.P.R. extends from Fort William 
_to Port Arthur only, whereas we go on a little further, to Wainwright. 

Mr. DonneELLY: From Winnipeg to Broadview they had a good crop last 
year. . 

Mr. Moors: Yes. 

Mr. DonnELLy: A very heavy crop, and that meant a lot of wheat to move 
and a lot of freight and all busy; whereas the northern part of Saskatchewan 
up to Wainwright had a crop failure practically: last year. That is just what 
I referred to. There is no crop to move out of there. 

Mr. Moore: Well, the car loadings were checked, it shows 38 per cent to 
the C.N. and 62 per cent to the C.P. Now, mind you, you cannot really arrive 
at any conclusion on that particular point; but then that 1s a mere appraisal of 
the actual tonnage which moved. We feel that the tonnage which is being 
moved over the paralleling lines at the present time would give all experienced 
firemen a job without the men that were hired this year and last year. So that 
our grievance as a brotherhood is that we would like our old men to work before 
the younger men work; otherwise we have a condition on our hands that to 
us is more or less unbearable, and we cannot actually go back to the men and 
give them any excuse for it, men who have understood for years that they had 
only to try to maintain the service that was expected of them from the company, 
and maintain their seniority, they have known in the past that when they 
arrived at a certain date of seniority they would be protected for life; now they 
find that if they have too much seniority it is working against them. 

Mr. Nicuouson: How old would these men be? 

Mr. Moore: They would be around 38 to 56. 

Mr. Nicuoutson: And they would have seniorities of around 20 years or 


Mr. Moore: Around 20 years; yes, from 15 to 20 years. 

Mr. McCuuitocu: And you say there have been none taken on during the 
last 15 years? 

Mr. Moore: Yes, not for the last 15 years. | ; 

Mr. McCutuocu: Then the youngest taken on must be around 35 or 40 
years of age? 

Mr. Moorn: Thirty-eight, I would judge. 

Mr. SHaw: Do your men feel that they are getting their share of the gov- 
ernment business? 

Mr. Moore: To be quite frank with you, sir; no, they do not. That is 
another issue, and we feel that we have confidence in this committee and we 
would like just to give you the bare facts as they are and let you know the 
conditions. It is a condition that can bring about bad morale, and I don’t believe 
there is better morale anywhere than there is amongst our personnel. 

Mr. Mayspanx: What are these bare facts in respect to government business 
which you mention? . 

Mr. Moore: Well, in tabulating the average of business and making a curve 
—and in that is included passenger business, way freight business and the like 
which continues throughout the year—we know how many employees that will 
carry. Then, there is a peak business that comes during the crop season. We 
have made a study of that and we have also used the charts of the railway 
commission throughout our findings. We find that that curve is fairly unreliable, 
it might come a little earlier or a little later. What we mostly consider is the 
increased tonnage on account of war operations and our regular business; and 
we can practically see, and an individual man can see for himself, just about 
where he should stand on a working basis. 
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Mr. McCuttocu: It must have been a good deal worse 15 years ago than it 
is now? NN 

Mr. Moore: That was a big year for us. 

Mr. Suaw: Were you taking on any men at that time? 

Mr. Moore: We had barely enough business for the men that we had. 

Mr. Bercovircu: Is not this falling off in business the cause of the employ- 
~ ment of a smaller number of men? 

Mr. Moore: Yes, the falling off in our business. 

Mr. Emmerson: That does not necessarily mean that the business of the 
railway is falling off? | 

Mr. Moore: No. 

Mr. Emmerson: You are getting more miles as you run the trains faster, 
and the locomotives are hauling larger loads and you do not require as many train 
crews to-day to handle the same amount of business that were required some 
years ago. 

Mr. Moorz: That is quite true, but we have had a lot of superannuations. 

Mr. DonnetLy: Have you a list of your unemployed and the number of 
men you have had during the last 10 years? 

Mr. Moorz: You mean, year by year? 

Mr. DonNELLY: Yes, year by year. 

Mr. Moore: Year by year—I can supply you with that. 

Mr. Donnetty: Just so the committee can know whether it has got better 
or worse. 

Mr. Braverre: I will ask Mr. Moore to enlarge on this a bit. Your 


brotherhood, I understand, covers the whole of Canada and it is organized ina ~ 


series of locals or branches to cover various sections of the system throughout 
the country? 


Mr. Moore: Yes. 


Mr. BrapetrE: Apparently some of your Reins might have been a little 
lax in not having made other sections of the brotherhood familiar with the 
labour situation. You have travelling officers who are experienced men: That 
surplus of men could have been absorbed at some other place on the line. That 
would be the only solution to your problem, even to-day. It would have been 
a solution to your problem a few years ago even. I make that statement because 
on many many sections of the line they have been taking on new men. I know 
it is true in our part of the country. There must be something wrong with your 
organization. 

Mr. Moorr: Many of these men have been absorbed elsewhere in our 
system, but it rests with the men individually to decide whether they will be 
better off after 15 years of service in the territory in which they started or by 
starting over new in a new territory and losing their seniority rights. 

Mr. Braperre: J mean that for the last 15 years it should have been pos- 
sible for your brotherhood to have arranged through its organization for the 
men who were not being taken care of in one district to have been re-absorbed 
into other sections of the organization. 

Mr. Moore: Of course, that has always been considered that a man went 
remain in his own territory. Such a thing was never thought of until this peak 
business came on. It was never thought that any of us would be required to 
move from there. 


Mr. Braperre: What would be the reason for that? 
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Mr. Moore: There is no dollar value placed on seniority, but a man with 
10 years seniority would value it highly. 


Mr. Brapverte: That would be the Mant of all of ihe rest of the 


system too; but, surely’ it is a matter that could be arranged. 


Mr. Moore: It would be rather hard to arrange. Speaking personally, if 
I had remained in Toronto I would now have had one of the best passenger runs 
out of that point, had I remained there instead of going to Winnipeg. To-day 
I could not hold anything. That is the problem, there is no question about 
that. If I were to move down there again I would have to start all over at the 
bottom or it would mean that I would be displacing someone who has 
already established certain seniority rights, I would be displacing him. 

Mr. Bravertse: I know it is being done on some sections of the line in the 
north country. I know that we have had labour men brought into our section 


_ displacing men who had been there for some time and they were brought all the 


way from Quebec city and the lake St. John region. It seems to me that it 
should be possible for the brotherhood to be a little more elastic in some of 
their regulations. That is the way I feel about it. 

Mr. Moore: That is only one district, is it not? 

Mr. BraperTre: I am merely mentioning one district with which I happen 
to be familiar. The main trouble however is more universal, and I think it should 
be possible to make some arrangements whereby it would be possible to utilize the 
surplus of men at one point in another section of the country. 


Mr. Moorr: My only answer to that is that under normal conditions the 
men are satisfied; but as things are to-day there is the feeling that there is 
something there that should be corrected, that there is a lot of business there 
that they are not getting and that they should have a share in it; that they 
should have a chance to do some of this work instead of younger men being hired 
to do it. 


Mr. Braperte: That is what I mean. That is my viewpoint, that they 
should be re-absorbed by the railway taking some of the surplus from your 
district and using them somewhere else on the system. It seems to me that there 
must be some lack of elasticity in your set-up somewhere. 

The CuHatRMAN: I would like to suggest to the committee that the witness 
is here for interrogation and not for argument. We have very little time at 
our disposal this morning. 

Mr. Brapette: I appreciate that, Mr. Chairman, we are trying to get 
a solution to this. 

' Mr. Donnetty: What solution are you suggesting? 


Mr. Moore: We have tried a solution. We have 52 men working on the 
C.P.R. We have something in the neighbourhood of 50 or thereabouts working 
on the C.N.R. Many of them still maintain that they will return to the western 
region. They won’t be satisfied with that job. But the fact that the company 
has not called them back to date enables them to retain their seniority in both 
districts. I myself worked out of Toronto and if I had merely kept on there I 
would have been well advanced up that list at the present time. But after 
20 years it is pretty hard for a man to decide to do a thing like that. 

‘Mr. Vaucuan: I think I might make an explanation, Mr. Chairman, in 
connection with the traffic situation. On western lines there is not much 
difference between the mileage of the Canadian National and the Canadian 
Pacific. They have slightly more mileage than we have, but there are certain 
commodities which are tributary to their line which move in large quantities 
which we have not got. I might mention three in particular. First of all there 
is the grain business. In the last two years the grain crop has been heavier or 
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their line than it has been on our line. They get most of the lumber business 
from the Pacific coast because most of the mills have been established there 
many years and are located on the Canadian Pacific lines. They were established 
there before the National lines reached the Pacific’ coast in many cases. 
Then they get more commercial coal than we do. We have difficulty in getting 
sufficient steam coal on the most of our own lines to take care of our own 
requirements; whereas they have more commercial mines producing coal in the 
Crow’s Nest and elsewhere and the result is they get a substantially larger 
movement of commercial coal than we do. The reason for the situation men- 
tioned by Mr. Moore—and we are very sympathetic with him—is the Canadian 
Pacific are in western Canada getting much more business than we are. But 
that is due to the conditions referred to. 

They have some very large industries on their lines, for example, they have 
the Consolidated Smelters at Trail, which gives them a tremendous amount of 


business. I see what Mr. Moore is driving at. I had no conversation with him ~ 


on the subject; in fact I did not know he was coming here until the chairman 
mentioned it. They see all the passenger troops and freight movement going over 
the Canadian Pacific, and C.P.R. men employed to a greater extent than the 


Canadian National men are employed. The Canadian Pacific have conditions. 


more favourable to the men for the reasons I have stated. I presume Mr. Moore 
feels if more of that war traffic was going over the Canadian National more of 
our men would be employed. 

Mr. Bercovircu: That would mean, Mr. President, that the Canadian 
Pacific would employ less employees? 

Mr. VAUGHAN: Quite so. 

Mr. BercovircH: Somebody would be out of a job, then, on the Canadian 
Pacific. 

Mr. Nicuotson: Mr. Moore mentioned the C.N.R. had 38 per cent of car 
loadings as compared with 62 for the Canadian Pacific. What year would he be 
speaking of? 

Mr. Moore: ‘That is as published in the Free Press for the month of March 
and three days later. 

Mr. NicHotson: What year? 

Mr. Moors: I cannot tell you. 


Mr. VaucHAN: That would probably be for the entire western region from 
the head of the lakes to Vancouver and Prince Rupert. 


By Mr. Nicholson: 


Q. I wonder if Mr. Moore could give us any -idea of the percentage of 
traffic from Winnipeg east over the C.N. and the C.P. We have had nobody 
here in the committee representing the C.P., and the C.N.R. officials have not 
a very close approximate percentage to give us. Would you have any informa- 
tion along those lines from your Brotherhood?—A. I can tell you what my 
personal experience has been. , | 

@. What has it been?—A. Of -hauling troops over the C.P. I have con- 
tacted men of both the army and the air force who have made seven and 
eight trips across the continent and have never ridden on the C.N.R. 

Q@. My experience has been when travelling east that there are more 
extra trains on the C.P.R., more coaches, and it seemed to the casual traveller 
that the C.P. did a great deal more business east of Winnipeg than the 
C.N.R. Would your Brotherhood have any information on that?—A. We 
did not make an effort to get that. 


_ Mr. Braperre: I see only two solutions to the problem. The first one 
is to equalize the traffic in that zone, and the second one is to have a distribu- 
tion of the man-power. Apparently that is not possible, and if it is nat possible 
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under the present conditions there is no way to solve it. The other solution 
I think of is, if the men were willing to be changed and sent to some other 
sections of the country it would help. 

The CuatrmMAn: Gentlemen, I think we should get through with the 
witness, get through with the interrogation, because we have not got all 
morning. 


By Mr. Gray: 

Q. Mr. Moore, how many of those 453 men that you speak of own their 
own homes in that particular section?—A. Not very many of them. It has 
been nip and tuck with them for years. The fact that a man is unemployed 
for a certain period in the year, when he does work he has pretty well got to 
use all he receives to pay back debts. So it has been a pressing problem 
for many of them are in hard circumstances. 

Mr. Gray: May I ask Mr. Vaughan this—having heard Mr. Moore, 
it does not seem to me it is a problem for this committee particularly—is 
it possible that some solution could be worked out, or would the railway 
be agreeable to giving very serious consideration to the problem that has been 
raised ? 

Mr. VaucuHaNn: This matter has been given a good deal of consideration 
by us, and I think, as Mr. Moore states himself, the seniority board has had 
the opportunity of coming east where there was work for them to do. That is 
as far as we can go, to offer them work on some other part of the system 
where we may need men. As far as seniority is concerned, that is controlled 
by the men themselves to a very large extent. 

Mr. Braperre: By their Brotherhood? 

Mr. VaucHan: By their Brotherhood, yes. 

Mr. Emmerson: Mr. Chairman, may I ask the president this: should 
not action be taken to remove the restriction on the movemnnt of traffic as 
far as the war problems are concerned? Would not that alleviate the condi- 
tions somewhat, or might it not? 

Mr. VaucHan: In the ordinary course of events the Canadian National 
Railways get considerably more business in the east than in the west. The 
Canadian Pacific gets more business in the west. That has always been the 
case and I presume always will be the case on account of the location, the 
geographical location of the larger towns and cities in the west and industries 
like the Consolidated Smelters, the lumber mills and the coal mines. That is 
the situation, as I see, which cannot be corrected. There might be more 
troops sent over our lines, more lumber, and things of that kind, but I think 
we are on very difficult ground discussing these matters here. 

Mr. McCuttocu: Could these men not be given employment in some 
of the shops, and not lose their seniority? 

Mr. VaucHan: Shopmen all have seniority within their group. Shopmen 
in many cases are qualified mechanics. | 

Mr. McCuniocH: Some shops are manufacturing munitions of war? 

Mr. VAUGHAN: Yes. they are. 

Mr. McCutntocu: They will require skilled help, though. 

Mr. VAUGHAN: Yes. 

The CHarrMAN: I have a telegram here which a member of the House 
of Commons has delegated a member of this committee to place before the 
committee. 

Mr. Sanperson: Whom is the telegram from? 

The CuHairRMAN: The name is T. H. Guy, Local Chairman B. of L.F. 
and E., Duncan, B.C. 
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Mr. Ross (Moose Jaw): I have four wires here, if I may be permitted— 

The Crarrman: Let us deal with this wire first, to see what we are going 
to do with it. What is the wish of the committee? 

Mr. Nicuoitson: On a point of procedure, I think there are hundreds of 
these telegrams that come to nearly every member of the house. 

Mr. McCutiocy: I do not think any of them should be put in. 

Mr. Jackman: Certainly they should; why not? | 

The Cuamman: We will have at least dozens that will have to come 
before the committee. 

Mr. Bercovitcu: I received one yesterday. 

Mr. JackmMaN: If there is a contrary proposition why should not we 
hear it? 

The CuarrMAN: There is no antagonism or anything of that kind. If you 
are going to receive one you will have to receive them all. 

Mr. NicHotson: On a point of procedure, we are questioning this witness 
here and before we discuss the question of filing telegrams we should dispose 
of the witness. | 

The CuarrmMan: All right. 

Mr. Nicuotson: I wonder if Mr. Moore can give the committee any 
information as to the 993 on the Canadian Pacific who are working and who 
have less than eight years’ seniority. 

Mr. Moore: 223 have twenty-three years’ service. Wait a minute. I[ 
must make a correction, hired in 1923. 


By Mr. Nicholson: : 


Q. You say 993 Canadian Pacific employees worked at the head of the 
lakes to Broadview. My question was how many of these 993 would have 
less than fifteen years’ seniority?—-A. Oh! I would not like to make a rash 
statement on that, but many, many men were hired this year and last year. 

Q. Have you any idea of the number hired with less than five years’ 


seniority?—A. I would state less than two years roughly one hundred, possibly — 


two hundred. You see, I could not answer that question because day and 
date is not worked on the seniority list; but that can be easily found out. 
Little terminals on the C.P.R. have hired 40 to 60 men and utilized at the 
same time 18 or 22 of ours. 


‘Mr. Maypank: Are there not war plants of some kind on the Canadian 
National and Canadian Pacific that divide up their business? 

Mr. VavuGHAN: There are not very many large munitions plants in the 
west. 

Mr. Maypank: What about airports? 


‘Mr. Vaucuan: The largest one, I think, is at Trail on the Canadian 
Pacific. Then there is the one at Calgary and the cordite plant at Transcona. 
These are three of the largest plants in the west. 


Mr. Maypanxk: Airports? 

Mr. Vaucuan: Yes, there are more airports on the Canadian Pacific in 
Cee I think, though, that there are probably more in the east on our 

Mr. Maypanxk: Some of the airports are jointly served? 

Mr. VauGHan: Oh, yes. 

Mr. Maypank: Take Neepawa. 

Mr. VaucHan: Yes, many of them are jointly served. 


_ Mr. Mayzanx: It is jointly served, is it? How do you do out of places 
like that? 
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Mr. Moore: I have a communication here, Mr. Chairman, that I would 
submit to the committee or let the committee decide. 

The CHAIRMAN: It is part of your testimony? 

Mr. Moors: It has been sent to me. 

The CHatrman: Perhaps you had better read it in the record if it is sent 
to you. If you want to use it you had better read it in. 

Mr. Moors: I will leave it to you to decide. I receive many of these. 
Many I turn down entirely because I cannot prove the fact; I do not know 
whether it is a fact or not. 

(After hearing the communication read it was decided that it would not 
be placed in the record.) 

Mr. McCutitocu: Does the same union control the C.P.R. and C.N.R. 
employees? 

Mr. Moors: Yes. 

Mr. McCuttocu: What is the matter with the union that they have not 
looked after this matter? 

Mr. Moors: That is entirely a matter that is up to the company. It was 
impossible for them to get men without employing our men and just at the time 
they needed them we still required a certain number of them and we thought the 
business would revive. There are many reasons for that. It tapered off during 
the summer, then during the winter it fell off entirely to December 20 and has not 
come back since. But this is a condition that arose in the last year and six 
months. I can safely say that in the last year and six months all this has come 
about. Prior to that our traffic was satisfactory to the men themselves. 

Mr. Maypank: May I interject one question to Mr. Vaughan with reference 
to that telegram that was referred to a short time ago. Have you taken any 
steps to have similar telegrams or dissimilar telegrams to that one remitted 
here? 

Mr. Vauauan: No, sir, we have done nothing of the kind. 

Mr. Maypank: If you had done so do you know what the result would be? 

Mr. VaugHan: There would be a great many telegrams coming here. 

Mr. Maypanx: You have not fired any telegrams? 

Mr. VaueHan: Absolutely not. 

Mr. BercovircH: It would not be necessary for you to fire any telegrams 
because we are all here listening to the testimony, and there is no occasion to 
send telegrams. The C.P.R. is not here and they are not represented. I for one 
have not any prejudice one way or another but before anything is done we should 
consider this matter. Before anything is done we should give the C.P.R. a chance 
to be heard. 

Mr. Nicuotson: Mr. Bercovitch mentioned a short time ago that giving a 
larger percentage of business to the C.N.R. would result in C.P.R. employees 
being laid off. I wonder how many of the C.P.R. employees who would be 
affected have been employed for, say, ten years or more. It seems to me that 
these men—437 in number—with fifteen years or more seniority are in a slightly 
different category to men who have been employed for the last year or two. Have 
you any idea of the percentage of the C.P.R. employees who might be affected by 
giving the C.N.R. a larger percentage of the business? 

Mr. Moors: Merely those who were hired in the last year I would say. 

The Cuarrman: Gentlemen, have you any further questions to ask of the 
witness; if not I shall thank Mr. Moore for his presentation. 

Mr. Moore: Mr. Chairman, and gentlemen of the committee, I thank you 
for hearing me. . 
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The Cuarrman: Now, gentlemen, what are we going to do about this 
matter of receiving telegrams? Are they to be admitted to the record of the 
meeting? 

Mr. NicHouson: In view of the effort to conserve paper I would suggest that 
no action be taken in regard to those telegrams. 

The CuairMAn: I am going to put the matter to the committee. I am not 
going either to admit or exclude them. 

Mr. Bercovircu: I move that the telegrams be excluded. 

Mr. Gray: I second the motion. 

(Motion agreed to). 

Mr. Ross (Moose Jaw): Mr. Chairman, I realize that the committee has 
decided to exclude these telegrams from the record, but as a member represent- 
ing a constituency which has a very large number of employees of the Canadian 
Pacific Railway in it I feel it is my duty to see that these telegrams get to the 
committee. We realize that they have come from different brotherhoods of 
railway trainmen, telegraphers, etc., in that part of the country. I, therefore, 
would like to be able to present these telegrams to the chairman of the 
committee so that during your deliberations they might be read to the members 
of the committee and that the viewpoint of these people be put before the 
members. 

The CuairMAn: As I say the committee has excluded the entrance of those 
telegrams to the record of the committee. You could leave them with the chair- 
man and they can be read to the committee at another time. 

Mr. DonNELLY: We have already received telegrams. 


Mr. Braperre: No one can have any objection to those telegrams forming an 
appendix. 

Mr. Ross (Moose Jaw): I will present them to the committee. 

The Cuatrman: The reception of those telegrams will be noted in the 
minutes. 

Now, gentlemen, there is still other business for this committee to do. We 
have to draft a report after studying the minutes, and the drafting of that report 
is usually left to a subcommittee. With all due respect I do think that the 
members of this committee should devote a little time to the study of the 
minutes if they are not already fully cognizant of what they contain, and decide 
what their attitude will be to the report. To expedite matters I suggest that a 
small committee might be appointed for the purpose of drafting a report and 
submitting it to the general committee. 

Before we conclude our sitting I wish to express the thanks of this com- 
mittee—and I am sure I have the ‘endorsation of all members of the committee 
—to the officers from the president down of the Canadian National eee 
for their patience and courtesy while appearing at these meetings. 


Mr. VAuGHAN: Before we leave I should like to express on behalf of the 
officers of the Canadian National Railways and myself, to you, Mr. Chairman 
and members of the committee, our appreciation for the courtesy and considera- 
tion you have shown us during these sittings of the committee. The Canadian . 
National Railways is a very big problem and it is difficult sometimes to have 
answers to all the questions that are asked of us, but we do the best we can, 
and if any member of the committee wants any question answered at any time 
and we have not got the answer with us we shall always be glad to get it. 

Mr. EMMerson: Are we giving up the idea of hearing from the R.C.A.F.? 

The CHatrMaNn: Well, you know as much about that as I do. We have 
asked them to appear. It was quite hopeless, however, for Mr. Ralston to 
come yesterday and it has been hopeless to have Mr. Power before the com- 
mittee. We will have to have one more meeting of the committee anyway and 
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if you want to have somebody else before us at a future meeting you had better 
decide. 

Mr. Emmerson: I think we should have. 

The CuHarrMANn: Let us settle about the matter of the appointment of a 
subcommittee before we close today. , 

Mr. Sanperson: Mr. Chairman, I think before you decide on the matter 
of a subcommittee we should hear someone testify from the Air Force—you 
have authority to do that—or drop the matter. : 

The CHAIRMAN: That matter is before the committee. I have not excluded 
it. It is something to be settled. 

Mr. McCuuutocH: I move that the chairman appoint a committee of three 
to act with him in the preparation of a report to bé presented to the committee. 

Mr. Nicuoitson: I support the idea suggested by Mr. Sanderson that we 
hear the Minister for Air. We should meet at the call of the chair as soon as 
possible to hear the Minister of National Defence for Air, and after we hear 
him we can appoint a subcommittee. 

The CHARMAN: We have two motions before us. I shall put the first one 
which is that the chairman be delegated to select a committee of three to assist 
him in the drafting of a report for submission to the committee. 

(Motion carried). 

The CHAIRMAN: Now, we have before us the motion of Mr. Nicholson with 
regard to hearing somebody from the Department of Air. 

Mr. Nicuouson: I think before the report of the subcommittee is submitted 
we should hear from the Department of Air. I move that the chair arrange 
to have the Minister of National Defence for Air meet this committee at a 
convenient time. 

Mr. DonneELLY: I would suggest that the chairman appoint his committee 
to draft a report and that when we meet again we can hear representations 
from the Department of Air. 

The CHarRMAN: We will have them here. 

Mr. Donnetiy: I would move then that we adjourn to the call of the 
chair, and at the next meeting when we consider the report of the subcommittee 
that the chairman have a. representative from the Department of Air to meet 
the committee. | 

Mr. Sanperson: Mr. Chairman how can you go on and prepare a report 
before you have someone here from the Air Force to testify? 


The CHAmRMAN: We can think about a report. 


Mr. SANDERSON: Yes, we can do that, but I do not think your report will 
be correct or right unless you have somebody here from the Air Force and get 
his evidence first. 

Mr. DoNNELLY: We will get the Air Force man to give his evidence before 
we consider the report, and we can make whatever changes may be necessary 
in the report. 


(Motion carried). 


The committee adjourned to the call of the chair. 
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MINUTES OF PROCEEDINGS 


House or Commons, Room 277, 
Fripay, May 15, 1942. 


The Standing Committee on Railways and Shipping owned, operated and 
controlled by the Government met this day at 10.00 o’clock am. The Chairman, 
Mr. J. P. Howden, presided. 


Members present: Messrs. Donnelly, Emmerson, Hanson (Skeena), Hazen, 
Howden, Jackman, McCulloch, Nicholson, Shaw, Sissons—10. 


In attendance: Commodore C. P. Edwards, Deputy Minister of the Depart- 
ment of Transport; Mr. M. F. Maclennan, Chief Treasury Officer; Mr. F. K. 
Hollyman, Traffic Manager, R.C.A.F. 


The Chairman informed the Committee that a number of communications 
with respect to the division of government-controlled business between the C.N.R. 
and the C.P.R., addressed to the Prime Minister and to the Minister of Trans- 
port, had been filed with the Committee and were available for the information 
of the members. These emanated from the following organizations: — 


Lodge 122, International Association of Machinists, Winnipeg. 

British Columbia Commercial Telegraphers Union, C.P.R. Division No. 1, 
Vancouver, B.C. 

Electoral Workers, C.P.R., Montreal, P.Q. 

Brotherhood of Railway Carmen, Local 236, Kenora, Ont. 

Ste. Marie Lodge, 234, BRCOF A, Montreal, Que. 

Pipefitters, Canadian Pacific Railway, Montreal. 

C.P.R. Federated Trades Council, Winnipeg, Man. 

Machinists Apprentices and Helpers, C.P.R., Montreal. 

Commercial Telegraphers Union, Moose Jaw, Sask. 

International Brotherhood of Boiler Makers and Helpers, Montreal. 

B.C. Commercial Telegraphers Union, C.P.R. Division No. 1, Vancouver, B.C. 

Order Railroad Telegraphers, Winnipeg. 

Brotherhood of Railroad Trainmen, Winnipeg, Man. 

C.P.R. System, Division No. 1, Winnipeg, Man. 

“C.P.R. System Federation No. 125, Montreal, Que. 

C.P.R. Maintenance of Way Employees, Norwood, Man. 

Employees, Canadian Pacific Lines East, Smiths Falls, Ont. 

Alberta District Commercial Telegraphers Union, Calgary, Alta. 

Division 657, B. of L.E., Revelstoke, B.C. 

C.P.R. System, Division No. 1, Winnipeg, Man. | 

C.P.R. System Federation No. 125, Montreal, Que. 

Commercial Telegraphers Union, Alberta District, Calgary, Alta. 

International Brotherhood Firemen and Oilers, Toronto, Ont. 

Brotherhood of Locomotive Firemen, Local 309, Montreal. 

International Unions, C.P.R., Toronto. 

Brotherhood of Locomotive Engineers, C.P.R., Montreal. 

Brotherhood of Locomotive Engineers, Division 528, London, Ont. 

Lodge 134, Brotherhood of Locomotive Firemen and Enginemen, Farnham, 


Que. 
General Chairman, C.P.R. System, Montreal, Que. 
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Commercial Telegraphers Union, Eastern District, C.P.R., Division No. 1, 
Montreal. 
_ Brotherhood of Railway Carmen, Lodge No. 239, Farnham, Que. 
International Unions, C.P.R., Toronto, Ont. 
C.P.R. Order of Railway Conductors, Toronto, Ont. 
Commercial Telegrams Union, Ontario District, C.P.R., Toronto. 
Commercial Telegraphers Union, C.P.R., Saint John, N.B. 
Brotherhood of Locomotive Engineers, Montreal, Que. 
Order of Railroad Telegraphers, Winnipeg, Man. 
Telegraphers Union, Ontario District, C.P.R., Toronto. 
Federated Trades, C.P.R., Vancouver. 
Revelstoke Board of Trade, Revelstoke, B.C. 
C.P.R. Order Railway Conductors, Toronto, Ont. 
Brotherhood of Railway Carmen, Lodge 234, Montreal, Que. 
C.P.R. System, Division No. 1, Atlantic District, Commercial Telegraphers 
Union, Saint John, N.B. 
Brotherhood of Railway and Steamship Clerks, Montreal. 
International Association of Machinists, Montreal. 
International Sheet Metal Workers, Montreal. 
Brotherhood of Locomotive Engineers, Kitchener Division No. 562, Schreiber, 
Ont. : 
Order of Railroad Telegraphers, 'C.P.R. Division 7, Montreal. 
International Association of Machinists, Victoria Lodge 111, Montreal. 
W. H. Hughes, General Chairman, Blacksmiths, C.P.R., Montreal. 
Brotherhood of Locomotive Engineers, North Bay, Ont. 
Major the Honourable C. G. Power, M.C., was then called. 


The Minister of National Defence for Air was assisted by Mr. F. K. 
Hollyman, Traffic Manager for the Department. The Minister furnished the 
Committee with certain figures pertaining to the division of government-con- 
trolled business between the Canadian National Railways and the Canadian 
Pacific Railway. He was examined at some length and after being thanked by 
the Chairman for attending before the Committee he retired. 


The Committee then continued their sitting in camera to take into considera- 
tion the Report of the Committee to the House. 


At 11.00 o’clock a.m. the Committee adjourned to meet again at the call 
of the Chair. 


House or Commons, Room 277, 
Turspay, June 2, 1942. 


The Committee met in camera this day at 10.00 o’clock am. The 
Chairman, Mr. J. P. Howden, presided. | 


Members present: Messrs. Bradette, Donnelly, Emmerson, Ferland, Gray, 
Hanson (Skeena), Harris (Danforth), Hazen, Howden, Jackman, Lockhart, 
McCulloch, Maybank, Nicholson, Pouliot, Ross (Middlesex Hast), Sanderson, 
Shaw. ! 

The Chairman informed the Committee that a number of telegrams and 
other communications with respect to the division of government-controlled 
business between the C.N.R. and the C.P.R., addressed to the Prime Minister 
and to the Minister of Transport, had been filed with the Committee and were 
available for the information of the members. These emanated from the follow- 
ing organizations: — 
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International Brotherhood of Firemen and Oilers, Lovel, 929, Moose Jaw, 
Sask. 


International Brotherhood of Firemen and Oilers, Regina, Sask. 


Brotherhood of Locomotive Engineers, Lodge 258, and International 
Brotherhood of F. & O., Lodge 335, Montreal, P.Q. 


Brotherhood of Railroad Trainmen of Quebec Central Railways, Sher- 
brooke, P.Q. 


Order of Railway Telegraphers, Quebec Central Railways, Sherbrooke, P.Q. 
Order of Railway Conductors, Quebec Central Railways, Sherbrooke, P.Q. 


Brotherhood of Locomotive Engineers, Quebec Central Railways, Sher- 
brooke, P.Q. 


Brotherhood of Locomotive Firemen and Enginemen, Quebec Central Rail- 
ways, Sherbrooke, P.Q. 


International Association of Machinists, Victoria Lodge 111, Montreal. 


C.N.R. System Federation No. 11, Railway Employees Dept., A.F. of L., 
London, Ontario. 


The Committee considered the proposals minted for the Report to the 
House. 


On motion of Mr. Gray, paragraphs 1 and 2 were adopted on division. 


On motion of Mr. ee paragraph 3 as suggested by Mr. Gray was 
adopted on division. 


Mr. Donnelly then moved that the proposal submitted by Mr. Shaw be 
deleted. 


And the question being put on the said motion it was resolved in the 
affirmative on the following division: Yeas, 11; Nays, 4. 

On motion of Mr. Jackman paragraph 4 of the Report was adopted on 
division. 

On motion of Mr. Maybank, seconded by Mr. McCulloch, the Report was 
adopted and the Chairman instructed to present same to the House, on division. 


Mr. Gray moved a vote of thanks to the Chairman and it was passed 
unanimously. 


At 11.05 o’clock a.m., the Committee adjourned sine die. 


ANTOINE CHASSE, 
Clerk of the Committee. 


MINUTES OF EVIDENCE 
Hovusr or Commons, Room 277 
May 15, 1942. 


The Select Standing Committee on Railways and Shipping met this day 
at 10 o’clock am. The Chairman, Mr. J. P. Howden, presided. 

The CHatrman: Gentlemen, I do not think the chairman needs to make 
any announcement as to why we are meeting this morning; there is a dual 
purpose: first to hear the Hon. Mr. Power on some testimony with regard to 
the division of government business as between the railways so far as his 
department is concerned, and then to consider our report. I think Mr. Power 
understands why we want him here and I will ask him to say a word or two 
iw regard to the matter of the distribution of business between the railways, and 
probably we will save a lot of questioning. 

Hon. Mr. Power: What is it you wish to know? 


The CHarrMaAN: We would like to know how you divide the railway 
business so far as your department is concerned? 


Hon. Mr. Pownr: I have a statement here concerning the payments made 
to the Canadian National Railways and the Canadian Pacific Railway for 
transportation, express, freight and telegrams during the fiscal year 1941-42 on 
account of Air Force services, and I shall put this statement in the record. 


STATEMENT OF THE PAYMENTS MADE TO THE CANADIAN NATIONAL 
RAILWAYS AND THE CANADIAN PACIFIC RAILWAY FOR TRANS- 


PORTATION, EXPRESS, FREIGHT AND TELEGRAMS DURING THE 
FISCAL YEAR 1941-42 ON ACCOUNT OF AIR FORCE SERVICES 
1941-42 C.N.R. C.P.R. 
Transportation 
April 1 to Juhe 30/47... cece eee ees $ 269,994 41 $ 409,904 69 
July 1 to September 30/41.......-..-+--+-- 537,675 61 627,211 51 
October 1 to December 31/41........--++--- 1,566,627 92 1,315,022 94 
January | to March 31/42.........0+..---- 1,407,369 34 1,343,744 26 
$3,781,667 28 $3,695,883 40 
50°6% 49-4% 
Express 
April 3 to: June 30/47... 2. ee icc e eens ewes $ 3,036 43 12,607 30 
July 1 to September 30/41........+--+40+-> 8,495. 34 19,328 34 
October 1. to December 31/41.............. 26,497 83 29,562 30 
January 1 to March 31/42.........e0eee0e: 79,331 23 53,144 97 
$ 117,360 83 $ 114,642 91 
50°6% 49-4% 
Freight 
April 1 to Jume 30/41. ....... 0.02 eee eee eeee $ 394,787 78 $ 139,189 11 
July 1 to September 30/41.........---.++-- 745,200 46 173,155 23 
October 1 to December 31/41.........+++0:- 605,241 61 266,050. 70 
January 1 to March 31/42..............0+: 514,122 21 403,453 31 
$2,259,352 06 $ 981,848 35 
69°7% 30°3% 
Telegrams 
April I to June 96/47. oe ce eee ee $ 29,354 28 21,229 45 
July 1 to September 30/41..........--++--- ATT 19057. 37,736 67 
October 1 to December 31/41...........+--. 53,709 94 43,953 75 
January 1 to March 31/42............+..-- 53,664 25 36,124 33 
$ 184,448 04 $ 139,044 20 
bt % 43% 
C.N.R. CrP 
Total Payments, 2.00.8 hie a Vo ee 5 $6,342,828 21 $4,931,418 86 
56:3% 43°7% 
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Mr. Nicwotson: As regards transportation you gave the percentage as 
48-4 per cent. 

Hon. Mr. Power: It is 49-4 per cent—50:6 per cent as against 49-4 per 
cent. 

The CHAIRMAN: Do you wish to interrogate the minister? 


Mr. Nicuotson: I should like to ask the minister something with regard 
to the policy of the department. 

Hon. Mr. Power: I am not very clear on the last policy, but I think I 
can remember it. They are all in our files. 

I have here a memorandum of June 11, 1940, from the executive assistant, 
a copy of which I shall file if the committee will permit me to do so: It reads:— 


As pointed out by the A.M.E.S. in his memorandum the attached 
file raises a question of policy. 


I do not remember just what it was but I am advised that it was on a 
question of routing airplanes from the seaboard to Camp Borden and Trenton. 


The question is whether instructions should be issued that the C.P.R. 
should, wherever possible, be given a share of the business of hauling 
aircraft to the various aerodromes. 

Could a decision be given on the question of policy, please? 


(Sgd) Terence Sheard, 
Executive Assistant. 
I have the reply here:— 


Convenience of facilities and cost of shipment are of course the first 
considerations. After that, we should endeavor to allocate the business 
on about a 50/50 basis. 

| C.G.P. 11/6/40. 


Since that time, speaking now purely from recollection, the parliamentary 
committee on War Expenditures by resolution expressed the desire that the 
war services departments should give a greater percentage to the C.N.R. than 
to the C.P.R., and I have some recollection, although it is rather vague, that 
the deputy minister questioned me as to whether he should follow that policy 
or not, and I believe that some time last summer I said: “Go ahead.” 


Mr. JACKMAN: That is this committee? 


Hon. Mr. Powrer: No; the Committee on War Expenditures last year. I 
said: “Go ahead and follow that as far as you can, always taking into considera- 
tion the efficiency of the service’; and it may be that as the result of that the 
figures balanced more towards the C.N.R. than the C.P.R. The only thing I 
have in writing is what I have read here. My deputy is out west and will 
not be back until tomorrow, when I will have to check with him. My under- 
standing from the officers is—I do not remember exactly whether that is in 
the report of this committee—that they recommended splitting 65-35 in favor 
of the C.N.R.; that is subject to correction. 


The CHarRMAN: We did not, in our report. 


Hon. Mr. Power: I am speaking of the War Expenditures Committee, not 
yours. 

Mr. Donnetty: Did you ever hear of any instruction that the railway 
business should be divided 50-50? 

Hon. Mr. Powrr: No; but I have sat in this committee many years, and 
my impression is that we always had that in mind, during the time I was a 
member of this committee, to give an equal break as far as possible to both 
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railways. That seemed to be the policy that we were endeavoring to promulgate 
at that time. 

Mr. CHarrMAN: That seemed to have been a recognized and accepted 
principle at the time. 

Hon. Mr. Power: It seems to me that the matter was stated in the House by 
different railway ministers, off and on, that that should be the policy. 

Mr. Donne Ly: It has been reported that instructions were sent out in 1938 
that their business would be divided 50/50. 

Hon. Mr. Power: We did not exist then. 

Mr. JAckMAN: I suppose when both railways were laying off men in 1933 
the reason for going on a 50/50 basis would be to minimize unemployment. 

_ Hon. Mr. Power: At that time the government was advancing money to the 
C.P.R. and paying heavy deficits on account of the C.N.R. 

Mr. Hazen: I think the matter must have come prominently before the 
government in 1931, 1932 and 1933. I went down to the Library recently and 
noted that in 1933 the Canadian National-Canadian Pacific Act was passed, and 
the 50/50 basis must have been adopted then, only, I would think, after very 
careful consideration by the government, and that it was not any matter of hit 
and miss. The matter must have come fully before them before they decided 
on that ratio. 

Hon. Mr. Power: My view is that even before 1933 it was a kind of an 
unofficial policy; that is my understanding of it. 

Mr. Hazen: I do not understand the War Expenditures Committee making 
a recommendation like this. 

Hon. Mr. Power: Neither do I. Here is the memorandum. Do you want it 
read in the record? 

Mr. Hazen: Yes. 

Hon. Mr. Power: The memorandum is dated December 6, 1941, and is 
addressed to A.M.S., or the Air Member of Supply:— 


I quote from the report of the War Expenditures Committee of the 
House of Commons, pages 584 and 585 as follows:— 

Regarding war expenditures in connection with transportation, 
freight, express and telegraph service the departments concerned 
should carefully consider possible economies by the more extended 
use of the government-owned-and-controlled railway system. 

I presume that due regard is given to this suggestion and would 
appreciate if you would advise me what steps have been taken to see that 
use is made of the government-owned-and-controlled railway system 


where such is possible. 
(Sed.) N. G. NORMAN, 
Financial Adviser—B.C.A.T.P. 


Then there is a minute to the DS.A., or the Director of Supply and Adminis- 
tration :— 
What is our present practice as regards division of traffic between 
C.P.R. and C.N.R.? My last recollection is of a 50/50 split between the 
two in respect of traffic available to both. 


i, | (Sed.) 8. G. TACKABERRY, 
A/Cdre A.MS. 
8/12/41. 
Mr. Sissons: That recommendation was put in after a very lengthy debate. 
Mr. JackMAN: Do you think that is an infringement of our jurisdiction? 
We are not recommending how to conduct their committee. 
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Mr. Donnetty: The actuating principle with reference to the business of 
the two railways is service and cost. 

Hon. Mr. Power: So far as I am concerned if the government decides on a 
policy, we will follow it, provided we can get instructions. 

Mr. Hotuyman: Cost does not enter into the transaction because the roads 
are all competitive when the traffic is moving to and from competitive points. 

Mr. Nicuoison: In these figures furnished by the minister I noticed that 
for the C.N.R. the figure for April 1 to June 30, 1941 is $269,994.41 and for the 
G.P.R. $409,904.69. Then for July 1 to September 30, 1941, the figure for the 
G.N.R. is $537,675.61 and for the C.P.R. $627,211.51. I notice a change in the 
percentage there . Is that due to an accident, or have you tried deliberately to 
give them a larger share? 

Hon. Mr. Power: That is personnel movement. Personnel movement 1s 
undertaken by the Air Member for Personnel; but I would not hesitate to say 
that after he checked his figures for a certain period he would say: “Let us 
bring this up and square it away as much as possible.” 

Mr. Nictootson: When the other cabinet ministers were here they were 
asked if they would give consideration to allowing the railways to compete on 
a service basis, withdrawing any instructions with regard to 50-50 distribution 
of business. Would the minister be good enough to indicate what the views of 
his branch of the service .on that matter are? 

Hon. Mr. Power: I have told you what the policy of the government is 
in this regard. Providing we can get efficiency we are quite satisfied. Whatever 
policy the government indicates, we will follow that out; we are there as 
servants of the state. 

The Cuarrman: Gentlemen, Mr. Power has an important meeting at 11 
o’clock and unless there are further questions to proffer I think we should release 
him. 

Mr. Hanson: I think he has given us all the information we require. 

The CuarrMan: I think so too. 

Hon. Mr. Power: Mr. Hollyman is here, if you want to get any further 
details. 

The Cuarrman: I think not. 

Mr. Nicuotson: I have one more question, Mr. Chairman; in connection 
with a point like Moncton, for example, where you have a very good train 
service; how do you distribute your business from that. point? 

Mr. Hottyman: As far as freight and express traffic are concerned that all 
moves exclusively over Canadian National in and out of Moncton. 

Mr. NicHotson: What about telegrams? 

Mr. HouuyMaNn: I am not familiar with telegrams. 

Mr. Donneniy: Some of these arrangements seem rather ridiculous to us; 
for instance, we have a man going from Melville down to Halifax and we are 
told that he would travel from Melville which as you know is a Canadian. 
National point over that railway, and that he would take the C.P.R. to Montreal 
from Winnipeg, and then the Canadian National from there down to Halifax. 
That seems ridiculous to us. 

Hon. Mr. Powrr: The present routings are made in accordance with govern- 
ment policy. I do not make government policy, I only see that it is carried out. 

The Cuarrman: Thank you, Mr. Power. 


(The committee continued its deliberations in camera.) 
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REPORT TO THE HOUSE 


Turspay, June 2, 1942. 


The Standing Committee on Railways and Shipping owned, operated and 
controlled by the Government begs leave to present the following as a 


THIRD REPORT 


Your Committee notes with satisfaction the continued and material im- 
provement in all branches of the transportation system. 


Extension of the Trans-Canada Airways to provide service with New- 
foundland and subsequently with the Yukon Territory is also viewed with 
pleasure by your Committee. In this regard, however, some concern is felt 
in that a competing company at present in control of extensive branch lines 
from coast to coast, may seek the right to operate a trans-Canada service. 
With any such suggestion the Committee is in disagreement. 


In the opinion of your Committee there should be no departmental instruc- 
tions as to the routing of traffic but every transportation company should be 
allowed to compete on its merits. 


Your Committee recommends that standardized accounting practices be 
made applicable to all Canadian railways at the first opportune time. 


A copy of the printed evidence taken is tabled herewith. 
All of which is respectfully submitted. 


J. P. HOWDEN, 
Chairman. 
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